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WHAT BONDS SHALL THE GOVERNMENT BUY? 


In answering this question, the nature and amount of the 
Government obligations must first be considered. We may 
begin by mentioning the bonds bearing three and a half per 
cent. interest, redeemable at the will of the Government. 
The amount of these is $578,690,100. Then there are 
¢ 250,000,000 of bonds bearing four and a half per cent. inter- 
est, which are due in 1891. The bonds of the Pacific rail- 
road, guaranteed by the Government, are payable at various 
times between 1895-99, and amount to $ 64,623,512. Lastly, 
all the four per cents. due in 1907, amounting to $ 738,703,900. 

Next, what will be tue probable annual surplus? for it is 
evident that this calculation should be made and considered 
in determining what bonds ought to be purchased, although, 
of course, it is impossible to ascertain with certainty the 
amount of such surplus. It may be varied both by the 
events of trade and legislation. It is hardly probable that 
any marked changes will be made in the revenue iaws 
reducing the public income, for a considerable period at 
least; but a statement so confident cannot be made in 
respect to expenditures. A pension bill was passed a couple of 
years ago, the amount needed to satisfy which still baffles 
the calculations of all who have wrestled with the subject. 
At the last session, over eleven million dollars were appro- 
priated for rivers and harbors; and the more the revenue 
increases the greater is the temptation to swell expenditures. 

During the last ten years the debt has been reduced as 
follows: : 
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Pickinianadees $ 94,319,765 rene Gc a6us seeds $ 29,249,385 





i ttGensdnwawaes 100, 552,491 jaws eer 39,281,118 
0 eer 43,667,630 ‘eee eer eTr 24,371,392 
eee 4,730,472 ae Se 8,579,566 
i wawedcecscuns 14,399,515 hint SKksesadesnns 85,034,970 

ithtcc edi cAeciinens betebetnns bene sianesses $ 444, 186,304 


Thus the reduction has been about forty-five and a-half 
millions a year. If, however, we include the year 1870, in 
which was the enormous reduction of $ 202,093,614, the aver- 
age annual reduction would be somewhat more than fifty- 
eight and a-half millions. , 

Assuming, therefore, that there will be a surplus of fifty 
millions annually, what bonds shall be purchased? 

Considering the subject from the narrower side of dis- 
charging the debt at the least cost, without regard to the 
interests of individuals, it may be noted that, as the differ- 
ence of fifty cents on a hundred dollars is paid yearly for 
interest on the three classes of bonds forming the bulk of 
the public indebtedness, any sum paid by the Government 
in excess of the difference of interest, for the length of time 
the bond is likely to run, is a loss, in light of the fact that 
the three and a half per cents. can be had at par. The price, 
therefore, which the Government can afford to pay for the 
fours and the four and a half per cents. without losing any- 
thing, depends on the time those bonds are likely to be in 
existence. 

The bonds of the latter class are due in 1891, and the 
interest 02 a hundred-dollar bond would amount, during the 
interval, to $45. The interest on a_ three-and-a-half-per-cent. 
bond for the same period would be $35—a difference of $ ro. 
The four and a half per cents. are selling at a premium of 
thirteen per cent., so that if the Government bought them 
at $113, it would really pay three dollars more for getting 
the bond now than it would pay if it waited until the bond 
matured. The interest on the four per cents., which have 
twenty-six years to run, would be $104 on a hundred-dollar 
bond ; and the interest on a three-and-a-half-per-cent. bond 
for the same time would be $o:r—a difference of $13. As 
these bonds are selling at $115, the Government, if able to 
buy them at that price, would really pay but two dollars 
more for getting them now than it would if it waited until 
1907. Thus the Government would lose, in buying those 
bonds at the present prices, two dollars on every four-per- 
cent. bond, and three dollars on every bond bearing four 
and a half per cent. interest. 

Which is the wiser policy, to redeem the three and a half 
per cents. at par, or pay this premium of two or three dollars 
on every hundred-dollar bond bearing higher rates of interest, 
in order to obtain them ? 

If the Government should pay the three and a half per 
cents. at the rate of fifty millions a year, there would be only 
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$ 78,690,100 of these bonds left when the four and a half per 
cents. matured in 1891. Assuming that the Government would 
then arrange for their early discharge, at the same rate of 
reduction, they would be paid in five years. The balance of 
the three and a half per cents. and the Pacifics would be paid 
during the next two years. .Then there would be a period 
of nine years, during which the Government would be at the 
mercy of the four-per-cent. bondholder if wishing to pur- 
chase, because all other bonds would be redeemed. It is 
consequently maintained that, instead of putting the Govern- 
ment into so small a corner, the policy of purchasing from 
time to time the fours and four and a half per cents. would 
be the wiser one, as the Government would have a broader 
field for the use of its surplus, and could employ it to bet- 
ter advantage. 

The fact, however, should not be left out of sight that, as 
the bonds approach maturity the premium on them declines. 
The following table, showing the premium paid on the fives 
and sixes that fell due this year, and the fives paid in 1879, 
is worthy of consideration: -° 


Fives. Fives. 
Sixes. oon 10-40. aos. Fives. 10-40. 
1881. 1881. 1879. 188r. 1881. 1879. 
1870 | Jan.. 118144 . —— . 113% .. Jan... 11478 . T1256 . 114% 
en Be a .. “ie. aa ee. ee 
ee / ——- ee ee . . 
x67 July. 116% . —— . 113% . Oct... r1103¢ 107% . 108% 
1872 { Jan.- 115% . 110% . 110% .. Jan.. 107% . 1 . 1083 
(July. 11846 . 11334 . 113% .. 1878 April. 1073 . 105% . I 
1073 | Jar 194% . 115% . 115% .. July.. 10758 . 10734 10934 
{Jan sae ‘ m5, ‘ >, - Tan 70690 . ome aaa , 
1874) Jan.. 11 . 113% . 114% .. . 107% I an 
‘ie. ic. ck”. a. “Ol. ek oe. ee 
1875; July. 123 . 118% . 119 .. Oct... 10534 . 10534 . 102 Apr 
(Jan.. 1223 . 11858 . 119% .. Jan... 10478 - 104 .— 
1876 July. 1203 . 11858. 119 .. jg, April. 106% . 104 oo 
Oct.. 119% . 115% . 115% .. July.. 104% . 1094% . —— 


| Dec. 113% . 112% . 113% .. | Oct... 10478 . 104% . 


It will be seen that the premium began to be affected by 
the approaching payment of the bonds about four or five 
years before they fell due. Whether the fours and the four 
and a half per cents. would be affected in the same man- 
ner, and to an equal degree, would depend upon several 
circumstances. If, for example, all the bonds except the 
fours should be paid by 1898, the premium on these would 
undoubtedly remain high until the very last, if the Govern- 
ment were a constant purchaser. But if purchases were 
made now of all the bonds in varying proportions, their 
premiums would doubtless decline more rapidly as they 
neared maturity. 

The probable worth of money in the future must also be 
considered. If that is likely to be higher, Government bonds 
will command a lower premium ; but this will be still higher 








252 THE BANKER’S MAGAZINE. [ October, 


if the value of money should decline. If its value should 
rise, the Government would lose by buying the fours and the 
four and a half per cents. at the present premium; on the 
other hand, it would be the gainer by continuing the three 
and a half per cents. instead of paying them. Perhaps the 
loss in one direction would be balanced by the gain in the 
other. If money were worth still less than it is now, the 
Government would be the gainer even by purchasing bonds 
at the present premium. 

There are many other and far wider considerations that 
properly enter into the solution of this question. How the 
banks might be affected by the rapid payment of the three 
-and a half per cents., how their circulation might be contracted 
and the business interests of the country suffer—these and 
several other weighty points should not be overlooked, and 
doubtless have not been, by the Secretary of the Treasury, in 
issuing his call for $20,000,000 of three-and-a-half-per-cent. 
bonds. Nor should his action on this occasion be considered 
as establishing a settled policy in regard to future  pur- 
chases. 


ee 
———- 





THE NEW YORK CITY DEBT AND ITS SINKING 
FUND. 


When Sir Robert Walpole, the best -financier of his time, 
established, with the concurrence of Parliament, a sinking 
fund, he was confident that within a reasonable period the 
National debt of Great Britain would thereby be paid and 
extinguished. His sinking fund was to be composed of a 
few million pounds which, by a wondrous manipulation, not 
exactly understood by those less wise in the art of finance 
than himseli, would be sufficient in due time to pay a vastly 
larger amount of indebtedness. No wonder this brilliant 
discovery was hailed with delight, for the prospect of dis- 
charging a heavy debt by the payment of a small sum is, 
next to discharging such a debt by the payment of nothing, 
doubtless one of the most pleasing illusions in which the 
burdened debt payer can indulge. For a considerable, period 
Walpole’s sinking fund annually expanded. Within twenty 
years, however, from the date of its creation, the accumu- 
lated treasure was applied toward defraying the ordinary 
expenses of the Government. When thus suddenly diverted 
from its original purpose, Walpole was equally confident that 
he was administering the finances in the best possible man- 
ner; nor have we ever read that the collapse of his sinking- 
- fund balloon filled his soul with very profound grief. 
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Half a century later Pitt revived the scheme, receiving 
the enthusiastic support not only of his own party, but even 
that of the opposition, led by Fox himself. Pitt’s sinking 
fund swelled and contracted in a very irregular way during 
the troublous period when he was at the head of public 
affairs, and it was not until 1829 that Parliament ceased to 
display its wisdom on that subject. 

Reflecting men, indeed, long previously began to suspect 
there was a fallacy lurking about the sinking fund, but they 
could not quite find out where it was until a Scotchman, 
Robert Hamilton, of Aberdeen, exposed it to the astonishment 
and shame of many. ‘‘He demonstrated to them—so clearly 
that there was no gainsaying it—that it was a delusion to 
suppose there was any mysterious self-generating or self- 
increasing power in a sinking fund, accumulating by com- 
pound interest or otherwise, by which the payment or 
extinguishment of public or corporate debt could be made 
easier than by the primitive, commonplace, however disagree- 
able, method of actual counting out of the coin or its 
equivalent.” Hamilton made a genuine discovery, namely, 
that Walpole was a very accomplished financiai juggler, who 
had successfully deceived some of the best financiers of 
Great Britain as well as of other countries. 

Nevertheless, the conception of a sinking fund has not 
wholly vanished from the minds of American financiers. It 
is true the establishment of a sinking fund for the discharge 
of the National debt is a fiction, inasmuch as the amount 
thus applied is at once used in buying up the evidences of 
the public debt, which, as soon as purchased, are destroyed. 
Our method, therefore, of paying the public debt is the 
simplest possible, for it consists of nothing more than em- 
ploying the surplus revenues of the Government to discharge 
its indebtedness. Congress has, indeed, declared that a cer- 
tain sum shall be annually appropriated for this purpose—a 
requirement which has not always been observed, although 
Secretary Sherman, in his last annual report, affirmed there 
had been a substantial compliance with the law. It may be 
questioned, however, whether National honor as well as pub- 
lic interest do not demand a literal compliance with this 
most salutary enactment. 

The City of New York possesses a real sinking fund for 
the payment of its debt, exceeding thirty-five million dollars. 
It is worth inquiring, therefore, what is the nature of this 
fund, and how is it administered ? 

It is divided into two branches—one branch is applied to 
the redemption of the city debt, and the other to the pay- 
ment of interest thereon. The reserves of the former branch 
for the year ending with July, as stated in the Comptroller’s 
report, are as follows: 
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SOURCES OF REVENUE. Amount, 

Redemption of the city debt, amount raised annually.... $63,212 13 
Market rents and fees and market-cellar rent.............. 297,825 07 
cic cenhesee ever s6bebe secs doenes 54,125 00 
a 24,124 00 
ee Ak cc ee anet aden eceeses canes 63,948 07 
I ae ed he aldl eee 958.238 43 
os cn cud bduweseedbaeenseeen ees 1,904,897 OI 
EE A ee ee 71,060 30 
Water-lot quit rent and commutation of quit rent........ 4,121 go 
Assessments collected under laws, 1878 and 1880........... 548,277 86 
icine techies tee ce edeR ee NECK O RKO OS 680 48 
Chamberlain’s Commission on State tax.............e00. 5,000 00 
i cccecdsnd neu ttawestasedrodasenssaeee 20,075 00 

Ee eee ee ee a ey ae eae $ 4,015,585 25 


And the following are the revenues of the sinking fund 
during the same period for the payment of interest on the 
city debt: 





SOURCES OF REVENUE. Amount. 
Interest on bonds and mortgages...........eeseeeccecees $21,947 24 
ee iitbeatesaewe 14,237 04 
hii ieee ceen tee had esesseNedahbesesneee 39,030 67 
Ferry rent (including $ 300,000 back rent from Union Ferry 
Se ee er ree eee 392,875 51 
i a ih ee ink ie kd 2,655 82 
Ee ee 1,568,712 84 
es Gee SIRO ORS, 5 a cciccccecccessces cosecsees 9,130 02 
Court fees and fines, Stenographer’s fees, and fines and 
in ti sit Chea rk hee ihhees i heseeeeKenneendnn 109,744 32 
Interest on West Farms gas tax..............s0eccccces 82 59 
RE ce eee Te $ 2,158,422 05 


The amount of the sinking fund, July 31, for the redemption 
of the debt, was $ 35,700,932.58. Of this sum $ 34,779,796.86 
was invested in city bonds, and the remainder, $921,135.72, 
was cash. There has been an increase of $1,339,512.29 to 
this fund during the year. It may be added that the cash 
balance at the same date for the payment of interest was 
$640,407.54. Of course, there is no investment of any por- 
tion of this branch of the sinking fund. 

Now, it may be asked, as the sinking fund for the pay- 
ment of the city debt is invested in the debt itself, why not 
cancel that portion of the debt, and thus extinguish it for ever? 
What gain can there possibly be in keeping that portion of 
the fund in existence since the rate of interest it draws, 
whatever it may be, the city is obliged to pay? Does not 
the operation simply consist in constantly shifting a certain 
sum from the city treasury into the sinking fund, and from 
the sinking fund into the city treasury? Is not this a kind 
of jack-in-the-box system of finance, which, whatever its 
origin, is not the product of wisdom? 

Yet something may be said in defence of the system; and 
the Comptroller very clearly shows what advantages may be 
derived from continuing it. As the interest of the city debt 
is, in fact, mainly paid out of the Croton-water rents and 
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other sources than the revenues derived from the city bonds 
belonging to the sinking fund, the income obtained from that 
source is entirely free to be employed in reducing the city 
indebtedness. Hence, if the city continued to pay the interest 
on its obligations in the same manner, an application of the 
income derived from the bonds in the sinking fund to the 
payment of the debt would ultimately extinguish it. It will 
be seen, too, if the bonds owned by the sinking fund were 
cancelled, and the sum now paid into the city treasury, 
which finally goes to pay interest on them, was used to pay 
the city indebtedness, it would be reduced in the same ratio 
as it will be by the operation of the sinking fund. It may 
be said, though, that by maintaining the sinking fund the 
reduction of the city debt to the extent of the income de- 
rived from that fund is rendered more certain. 

Another result is achieved by maintaining the fund worthy 
of consideration. The indebtedness of the city matures at 
unequal periods and in varying sums. For the next six years 
the following bonds, payable from taxation, are due: 


Pe cneencmiers $ 1,757,153 94 eeve TS8S . ccc cece $ 3,797,949 48 
Ror 989,949 48 enw i iiceises is acticin 3,054,949 54 
ee 4,227,535 90 sane Pinedassace 10,108,671 00 


Now, if taxes were laid to pay these sums as they matured, 
they would be very unequal; and the only way of avoiding 
the inequality would be to continue portions of the larger 
debts, or else accumulate money in the city treasury during 
the years of lighter payments to be paid when the larger 
debts become due. But the Comptroller states that the sur- 
plus revenues of the sinking fund, besides redeeming the “ pre. 
ferred bonds,” which will fall due in the next five years, 
amounting to $2,150,000, “will be quite sufficient to pay off 
and finally redeem all the bonds payable from taxation 
during the same period, without raising a dollar for that 
purpose by annual taxes.” Even the bonds payable from 
taxation falling due in 1887, he believes can and will be 
paid off by the sinking fund without resort to taxation, by 
a judicious management of its revenue and accumulation. 

Thus, as the Comptroller declares, the sinking fund per- 
forms an important function in effecting a more general and 
equal distribution of taxes over a series of years. On the 
other hand, it might be said with equal truth, a tax could 
be laid that would effect precisely the same result—the bur- 
den to the taxpayers in each case being the same. But 
perhaps there might be a greater temptation to spend money 
accumulated from taxes than when it is derived by the less 
obtrusive operation of a sinking fund. In other words, and 
this is the heart of the sinking-fund system, there is greater 
certainty of reducing the city debt by means of it than there 
would be if it did not exist. Its silent and roundabout 
mode of working is the secret of its effectiveness. 











256 THE BANKER’S MAGAZINE. [ October, 


THE AMERICAN DEMAND FOR GOLD. 


For several years the United States have been drawing 
large quantities of gold from Europe without exciting alarm 
or seriously affecting the discounts of foreign markets. Even 
as late as last year many millions were drawn from the Bank 
of France and transported» here either direct or through 
English channels, yet the discount rate was not seriously 
disturbed. This year, however, when only a small amount 
has come hither, the alarm has been given, the Bank of 
England has raised its discount rate, the outside market 
has sympathized with the Bank and raised its rate, and the 
Bank of France and the Imperial Bank of Germany have 
done likewise, and for the same reason, to prevent the 
further outflow of gold. 

One of the fruits of extending the single gold basis of 
money so rapidly is beginning to mature. So long as 
England alone, or with a few smaller nations, used that basis 
no serious disturbance in the monetary world was expe- 
rienced. Its adoption by Germany affected the London 
money market somewhat during the period of getting her 
golden supply; then followed the United States draining 
France, England and Germany of gold; and lastly, Italy 
adopts the same policy. Had these nations followed one 
another more gradually in adopting the gold basis, the effect 
of such a policy would have been very different from the 
effects now witnessed. As the supply of gold increased, 
they might have slowly changed their specie standard with- 
out a serious disturbance of any interest. But serious con- 
sequences were inevitable from the simultaneous jumping of 
so many nations into the movement. These consequences, 
too, were sure to extend beyond the nations adopting the 
gold standard, to all that had employed it before. 

It was predicted by many that when the change was com- 
pleted in Germany and in the United States, the future 
demand by those nations would be small and could be easily 
supplied. But this prediction has not been sustained. The 
needs of the gold-using nations have not been confined 
simply to the quantity required to resume and maintain 
specie payments. German gold flees to Russia and the 
United States, and new supplies are required to fill the void. 
The United States continues to draw from England, Germany 
and France, while India also draws gold from the former 
country. It is true the wants of Germany are not as great 
and imperious as when the change from silver to gold was 
in progress, still her wants even now are not inconsiderable. 
Getting enough to secure the payment of our obligations in 
specie has by no means satisfied the demands of the United 
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States. That point was long ago passed, and yet gold has 
been flowing hither in large volume, and is likely to continue 
for a period not easily defined. 

How much more is likely to come is seriously asked in 
the leading financial centers of Europe. Some of the con- 
siderations involved in the answer may be briefly noticed. 

First, the opinion that the current will run until the 
United States has obtained a sufficient supply for domestic 
use, is without foundation. This opinion is entertained by 
many English economists, but does not square with the facts 
of our own experience or of theirs. Twenty-five, thirty, forty 
years ago we needed gold far more than England, yet it 
went there regardless of our wants. Balances were due to 
England, which must be liquidated, and when she would not 
take our commodities nor our securitics, she must take 
specie or take. nothing. Sometimes these balances were set- 
tled in the latter mode—which it is safe to say is the least 
agreeable way of all to the creditor. Money commanded 
high rates of interest, our stock of specie was very small, 
yet the foreign demand for it at times was just as impera- 
tive as though a great abundance existed. Were not our 
banks generally obliged to suspend when these calls were 
made? but did this event change the purpose of the foreign 
creditor? If he needed it, he demanded it, no matter what 
the result might be to American interests. The ‘ domestic- 
use”’ theory might then as well be abandoned; we are not 
accumulating gold to strengthen our paper system, or to 
enlarge our circulation. More money may, indeed, be needed 
just now in the channels of trade and commerce, but gold 
does not come here to perform that function. It may come 
in exchange for securities, as did a considerable quantity 
last year, but it does not come for the purpose of swelling 
our circulation. 

It is imported chiefly to pay the balance, or a portion of 
the balance, due for merchandise sold abroad. So long as 
this balance is in our favor gold or American securities will 
be sent here to pay for it. It is true if money were worth 
more-on the other side of the ocean than here some portion of 
the balance might be employed there. Formerly, when large 
balances were due to Great Britain from this country, they 
would be invested in railroad stocks or other securities. In 
that way pretty nearly all the stock of the first United States 
bank fell into foreign hands, and a considerable portion of 
the stock of the second one. For the same reason balances 
due to this country may remain for a short time on the 
other side, because they can be employed with greater profit; 
but not permanently. It is clear, therefore, that the balance 
due to this country on merchandise account is pretty sure 
to return to us without long delay, and if not in the form 
of bonds and stocks, then in specie, 
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It is still more evident that importations will not much 
longer continue without a further advance in discounts, which, 
in turn, will lower prices. Already in Paris “great stringency 
in trade” is reported. This is confirmed by the small banks 
which collect bills and accounts. They complain of the dif- 
ficulty of getting money. The quantity of paper floated by 
small retail firms is unusually large. The banks, too, are 
feeling the pinch. Coin is disappearing from circulation. 
Nearly all, it is true, remains in the country, but on the 
first appearance of a scarcity or premium the public begin 
to hoard. The French are just as intent as other people in 
getting the most they can for their gold; although the long- 
continued extraordinary policy of the managers of the Bank 
of France in allowing that institution to be freely milked, 
especially for the benefit of the Bank of England, might 
create a different impression. Having reversed its policy, 
the consequences are beginning to appear, nor are they 
likely to. be confined to that country. They are sure to 
spread, and sooner or later will reach our shores. Our 
breadstuffs will be among the first things to feel the blight. 
A diminution of prices abroad may lead to increased im- 
portations; but in that event production in this country 
would decline, attended with diminishing prices. A decline 
in prices abroad, therefore, is a serious thing for us; and 
it is difficult to see how this consequence can be averted 
if foreign nations are resolutely determined to check the 
outflow of gold. 





THE HANNIBAL AND ST. JOSEPH CORNER. 


Corners are not supposed to be very agreeable places ex- 
cept to young people of a somewhat sentimental disposition. 
But to corner a great warrior, and a still more famous saint, 
is, to a certain class, especially, an exceedingly shocking per- 
formance. Those who are known by the unclassic name of 
‘‘shorts ”—though the designation is, just now, not altogether 
inapplicable to them, for if they are not really short, some 
of them are very much shorter than they were a few weeks 
ago—have often repeated in the most heartfelt manner the 
philosophic reflection of the late Mr. D. Drew, “Corners is no 
good.” They believe it; they know it; of nothing in this 
world are they more certain. Their dislike to cornering has 
suddenly grown very strong, and stranger still, some of them 
think the business is highly immoral. This opinion is not 
generally shared by Wall Street, whose sense of morality the 
sceptically inclined do not seem to regard as excessively de- 
veloped. On this point some of them exhibit a see-saw con- 
dition of mind; perhaps they are trying to settle down on the 
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point, but find it is too small for them to rest on easily. What 
evidently troubles them more is the cost of getting out of the 
corner, and the effect of the operation on the future business 
of the street. The American Exchange voices this sentiment 
when it says: “ The chief thing to deprecate in connection 
with such an event is the injury to the commission business, 
and to the general fabric of prices which inevitably results. 
The history of every corner is that the people who manipu- 
late it are left with the bulk of the stock, for which they 
search in vain for a market, and the public begins to think 
that something is wrong about prices when it is necessary to 
force the quotations far above value, in order to oblige pur- 
chasers. Shrewd men reason that other stocks must be in 
the same position, dependent solely on manipulation to keep 
them up, and as they know there cannot be a corner in 
everything, they either sell out or refuse to buy. This injures 
trading and lowers the prices of various shares that are per- 
haps selling not above real value.” 

The Lvening Post succinctly describes how a corner injures 
the stock-brokerage business. It “opens the eyes of those 
who would speculate to the pitfalls in their way; and the 
general result is a diminution of speculative transactions, 
certainly on the ‘short’ side of the account. Stocks which 
are sold ‘short’ create a compulsory demand sooner or 
later for the stocks sold; and the result is, that when for 
any reason the holders of shares rush in a body to sell, 
and there are apparently no buyers for ‘long,’ there is 
always a sustaining demand to the market coming from 
those who have sold ‘short.’ This demand is often suffi- 
cient to check a panic. In any event, it graduates a decline 
so that prices go down by steps instead of one jump. This is 
important, not merely to speculators who have an opportu- 
nity to liquidate with a partial loss, but to money lenders 
who have time to see that the loans which they. have made 
are re-margined, or are ‘called’ while they can be paid. It 
may therefore be said that a ‘corner’ is an unfortunate 
event looked at from any point.” 

Concerning the legality of these transactions there is less 
doubt, than of their morality, tried by the Wall-Street stand- 
ard of morals. Elsewhere we have given an account of 
two recent decisions bearing on the question. There is but 
little doubt that courts in other States will follow in the 
wake of the Pennsylvania tribunal, whenever this question 
shall be raised. There is no doubt that such business is 
clearly opposed to public policy; that it partakes strongly 
of gambling; and that the courts, following the analogy of 
other decisions, will have no hesitation in refusing to stamp 
such transactions as lawful. 

In this Hannibal and St. Jo. affair considerable sympathy 
has been manifested for the cornered, but it may be ques- 
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tioned whether they are deserving of much. Suppose they 
had been able to issue a large quantity of new stock, by 
repeating the operation which Mr. Drew once practiced 
with so much success, when treasurer of the Erie railroad, 
would they not have bought a printing press and hired a 
printer, and set machine and man at work? And if, by so 
doing, they had driven the price down to zero, would they 
not have regarded the operation as “legitimate?” The “bears” 
happen to be the losers, but when they sold the stock “short,” 
did they expect to conduct their future movements with 
regard to it on a loftier moral plane than those to whom 
they sold? The corner was mainly an accident; a few men 
suddenly discovered that they held nearly all the stock; they 
then determined to take advantage of their situation to make 
something out of it. We question very much if the “shorts” 
would not have done the same thing if they had had the 
chance. One of the negative results of this affair, imparting 
a lighter tone to it is, the winners needed not their gains, for 
they were rich enough before; while the losers, for the most 
part, are possessed of ample fortunes, and, consequently, will 
not be financially embarrassed, but only suffer from a tem- 
porary disturbance of their mental equilibrium. 
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BANKS AND MARGIN CONTRACTS. 


The action of the courts in declaring margin contracts 
illegal is important, not only to the immediate parties, but 
to banks who have loaned money in these transactions. One 
of the latest of these cases is that of Dickson against Thomas, 
which has recently. been tried before the Supreme Court of 
Pennsylvania. The lower court had given a verdict in favor 
of the plaintiff whereupon the defendant appealed. 

In giving its opinion the Court stated that the evidence 
of the plaintiff of itself revealed the fact that there had been 
‘a mistrial of the case in the court below. Jn his evidence 
Thomas, on oath, stated that he had sold for Dickson 500 
shares of Pennsylvania Railroad stock short. Thomas, further 
on, explained by saying that at the time he professed to sell 
this stock he had no such stock in his hands to sell. He, 
nevertheless, stated that when he sold these five hundred 
shares he delivered them. This statement the witness ex- 
plained by saying that the delivery was made on the Clear- 
ing-house sheet, which means a mere settlement of differences. 
In order to keep up appearances, when the time came for 
delivery he had to borrow five hundred shares from some- 
body whose name did not appear, and of those there was no 
actual delivery, but, as the witness stated, they came through 
the Clearing House. 
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All this, the Court said, in common parlance, meant that 
Thomas sold for Dickson five hundred shares of stock, which 
Dickson at that time neither had nor intended to have, and 
that, under the pretense of meeting this contract when it fell 
due, Thomas pretended to borrow five hundred shares which 
were not delivered to him; that this altogether fictitious 
transaction was accomplished through the agency of the 
Clearing House, and was one in which no other parties were 
known but Thomas and Dickson, who were to account to 
each other for differences only. 

This, the Court said, was dealing in differences or margins, 
a wagering contract, and therefore utterly void; and the 
decision of the lower court was reversed. 

A case in some respects similar has recently been decided 
by the Supreme Court of Michigan. The plaintiff, in May, 
1880, advanced $10,000 in cash to the defendants for their 
use in manipulating the wheat market of Detroit for the 
“May deal.” A corner was the output of the scheme, which 
was to force such parties as had outstanding obligations to 
deliver wheat to pay high prices, or large differences, for the 
same. The fact of the receipt of the money was not dis- 
puted ; only the terms of the contract, or arrangement, were 
traversed by the defendants in respect to their detail. The 
court paid no attention whatever to this part of the answer. 
It accepted the open and unqualified statement of the plain- 
tiff that the money in ‘dispute was obtained for the express 
purpose of creating a corner in grain. In other words, it 
was to cause an artificial and unnecessary advance in the 
market for wheat, in order to take advantage of purchasers 
who would be obliged to buy. The same measure would 
cause the same difficulty for all persons, consumers as well 
as dealers, who were under the necessity of buying wheat. 

The Court declared that such a contract could not be 
recognized or enforced. It is clear, therefore, that those who 
enter into bargains of this kind do so at their risk, and 
have no legal remedy if they are not executed. In view of 
their having no legal existence, it is worth while for banks 
to be mindful of their steps when making advances to those 
engaged in such business. 





“READJUSTMENT” OF DEBTS. 


The farmers of a portion of South Carolina who have had bad crops, 
propose to “readjust” their debts with eht merchants and dealers 
in fertilizers, which the latter fail to see, claiming that their prices 
were regulated by the cost of the articles furnished, and not by 
the prospective profits on cotton. The farmers propose to declare 
all who refuse to settle on the pro rata plan public enemies. 
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NOTEWORTHY CASES OF SET-OFF. 


A decision of the Pennsylvania Supreme Court has just 
been published, bearing upon the important question often 
arising in winding up an insolvent bank: What off-sets are 
allowable against the assignee or receiver? The bank in 
this instance was incorporated in 1867. Bastain subscribed 
for 100 shares of the stock. Twenty-five per cent. only of 
the subscription was then paid by him, The bank did busi- 
ness for eleven years, during which time Bastain was a 
depositor. It failed and made an assignment in 1878, at 
which time his balance of deposits was upwards of $4,000. 
As the assets were not sufficient to pay the debts, an assess- 
ment of $15 per share was made upon the stockholders; the 
sum claimed from Bastain being $1,500. In defence of an 
action to compel him to pay this assessment he claimed to 
off-set his demand for his balance as’ a depositor, against 
the assignee’s claim for the amount assessed. 

The Court disallowed this claim of set-off upon the gen- 
eral principle that the capital stock of a bank not yet paid 
in, passes as assets to an assignee or receiver; he has the 
right to require the directors to make such calls as may be 
needful, and to collect the money for the purpose of dis- 
tributing it proportionably among creditors, undiminished by 
off-sets which the stockholders may claim in some other char- 
acter; here, that of depositor. The opinion points out that 
the demand made against Bastain on his subscription was 
not grounded on any business transactions between him and 
the bank subsequent to its organization, but originated in 
the very creation of the corporation. To allow him and 
others similarly situated to refuse payment of their sub- 
scriptions, on the score of their claim for lost deposits, would 
result in withdrawing from other depositors, and from 
general creditors of the bank, a portion of the capital 
which the law required should be provided for the com- 
mon benefit of all, and applying it to the special benefit of the 
favored subscribers. If every delinquent subscriber to capi- 
tal stock could pay his subscription by crediting it against 
his deposit, what would become of other depositors and cred- 
itors? The true view is that all stockholders must pay their 
subscriptions in full, and must accept their proportion or 
dividend from the proceeds of the assets.* 

A decision rendered last year in New Jersey applied the 
same principle in the settlement of the affairs of a Savings 
bank. The Savings bank in question was accustomed, while 
continuing business, to receive deposits in two forms. Ordi- 


* Macungie Savings Bank v. Bastain, 24 Alb. Law J. 178. 























































1881. } NOTEWORTHY CASES OF SET-OFF. 263 


nary deposits were payable only on thirty days’ notice, and 
the depositor was entitled to participate in the profits of the 
investments made by the bank. Special deposits were also 
received, which were payable on demand and did not par- 
ticipate in profits. Separate accounts were kept of the two 
kinds; but the moneys received from the two classes of 
depositors were intermingled and treated alike in investing. 
The bank failed, and a receiver was appointed. He found 
that several of the depositors were indebted to the bank for 
loans they had received; and their notes or bonds or mort- 
gages given for these loans were made over to him as assets. 
They, however, claimed to set-off their claims as depositors 
against the claims held by the bank for the loans. The 
receiver, therefore, submitted the questions to the Court— 
whether a depositor was entitled to demand such set-off; and 
whether any difference was to be made in that respect between 
the ordinary and the special deposits. 

The Court said that no depositor had, either under the 
charter or in equity, any right to any particular security for 
his deposit, in preference to any other depositor; but all 
assets (after deducting expenses) must be held as a common 
fund for the security of all depositors. Savings banks are, 
in fact, large incorporated agencies for receiving and loaning 
money on account of owners; and their receipt of deposits 
is in the nature of a trust. The fact that one depositor has 
borrowed from the trust money, which, in fact, is the com- 
mon property of all, and continues to owe the loan at the 
time of making the decree of insolvency, will not give him 
any advantage over his fellow depositors. He is bound, in 
his character of borrower, to pay the amount of the loan to 
the receiver as any stranger would be required to do, and 
he is entitled, in his character of depositor, only to his divi- 
dend with others. A depositor cannot secure himself against 
loss by borrowing from the trust fund to the amount of his 
deposit. 

It was further held that no difference should be made 
in this respect between the ordinary and the special de- 
positors, since both kinds of deposits were made on the 
understanding that the bank might invest the money. 
Neither the fact that the special deposit might be with- 
drawn without notice, or that it did not participate in 
profits, forms any reason for giving the special depositor a 
peculiar privilege of set-off. Had the agreement been that 
the special deposits should be returned in the very coin or 
bills received—had they been merely deposits for safe keep- 
ing—the owners would not have parted with their property 
in them, the bank would have acquired only a qualified 
property as bailee, and the depositors might have claimed 
a peculiar right to payment in full. But they were delivered 
to the bank in the same manner and for the same use as 
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other deposits, and the obligation of the bank in regard to 
paying the two kinds was the same.* 

According to the journals of the day this principle has 
since been applied and enforced in a case of peculiar 
hardship. A woman keeping a bank account applied for 
a loan from a bank, on a mortgage of real property. The 
application was granted, the loan was promised and the 
mortgage was made and delivered to the officers of the 
bank. They gave her credit in her pass-book for the amount 
of the loan; the understanding being that the money would 
be drawn in sums as needed for the purposes she had in 
view. At this point, however, the bank failed. The mortgage 
passed to the receiver as an asset. In his foreclosure suit 
the mortgagor claimed to offset her right to draw the 
loan against her mortgage debt; with this strong equitable 
ground that she had never received the money for which 
the mortgage was made. But the Court held that she had 
voluntarily assumed the two characters of depositor and 
mortgagor; that her legal position was the same as if she 
had received the money on delivery of the mortgage, and 
had then deposited it in the bank; and that she must pay 
the debt in full and take her dividend as depositor. 





STAMPING AND RECEIVING LIGHT-WEIGHT GOLD 
COINS. 


The questions have been raised whether the United States 
officers have a right to stamp genuine gold coins of the 
United States for the purpose of indicating that they are 
below standard weight, and also whether gold coins are a 
legal tender even if below the weight and tolerance allowed 
by law. 

In making deposits with the Assistant Treasurer of the 
United States in New York, it is his practice to stamp all 
gold coins of the United States which are below the stand- 
ard weight and tolerance allowed by law with the letter L. 
Such coins the Assistant Treasury refuses to receive on 
deposit at a valuation in proportion to their weight. 

The statutes of the United States bearing on this subject, 
are the following: 

Every person who fraudulently, by any art, way, or means, defaces, muti- 
lates, impairs, diminishes, falsifies, scales, or lightens the gold and silver coins 
which have been, or which may hereafter be coined at the mints of the 
United States, or any foreign gold or silver coins which are by law made cur- 
rent, or are in actual use and circulation as money within the United States, 
shall be imprisoned not more than two years and fined not more than two 
thousand dollars. 


* Stockton v. Mechanics, &c., Bank, 32 N. J. Eq. 163% 
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Gold coins of the United States shall be a legal tender in all payments at 
their nominal value when not below the standard weight and limit of tolerance 
provided by law for the single piece; and when reduced in weight below such 
standard and tolerance shall be a legal tender at valuation in proportion to 
their actual weight. 


It has been asserted, that if the Assistant Treasurer can 
stamp light-weight gold coins because they are light, when 
the law makes them a legal tender at a valuation in propor- 
tion to their actual weight, even if they are light, then any 
one can stamp them for any reason so long as he does not 
do it fraudulently. This interpretation of the statute in the 
light of the action of the Assistant Treasurer is certainly 
very reasonable. The statute was passed to prevent clipping 
and debasing of the coin, and the Assistant Treasurer would 
doubtless declare that by marking the coin he neither clipped 
it nor debased it, but simply indicated that it was below 
standard weight. 

The Assistant Treasurer having been requested to state by 
what authority he stamped them, wrote the following reply: 

In answer, permit me to refer you to Document No. 122, published by the 
Treasury Department, containing decisions made during the month of February, 
1881, in which will be found printed a letter of the Department, dated the 
18th of that month, on the subject of which you make inquiry. That letter, 


together with one from the Secretary of the Treasury to this office giving his 
approval of it, contains the authority under which the stamping is done. 


The following is the document to which the Assistant 
Treasurer referred. It is a letter addressed to the Cashier 
of the Market National Bank, Boston: 

Your letter stating that it is the practice at the Custom-house in your city, 
when a .light-weight gold coin is presented for payment of public dues to 
stamp across its face the word ‘‘ light,” and return it, thus mutilated and ren- 
dered unfit for circulation, to the person who presented it, and asking, if this 
action is in accordance with instructions of the Department, to be furnished 
with authority for such regulation, has been received. 

In reply, I have to inform you that it has been the practice for years for 
public officers who receive gold coins to place a distinguishing mark upon any 
which may have been found below the standard weight and limit of tolerance, 
and such practice has the approval of the Department. This is done to avoid 
the necessity of testing the same coin more than once, as experience has 
shown that, when they are simply handed back to the depositor without any 
precaution of this kind, a cashier may, in the course of business, handle and 
reweigh the same coin several times in a single day. This course can work 
no injury to the holder of gold coins which fall below the legal weight and 
tolerance, as they are not a legal tender at their nominal value, and have a 
value as bullion only. Very respectfully, 

J. K. Upton, Assistant Secretary. 

It would seem that the regulations of the Treasury De- 
partment, in refusing to receive United States gold coins 
below weight on deposit at a valuation in proportion to 
their weight, was in couflict with the latter statute above 
mentioned. Now that such coins are multiplying, the ques- 
tion is becoming one of no little importance. Why should 
not the practice of the Treasury Department conform to the 
Statute? 
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HOW THE GOVERNMENT ACCOUNTS AND DEPOSITS 
WERE FIRST KEPT. 


When the new Government was fairly launched it collected 
an income from imports and tonnage; spirits distilled within 
the United States; from fines, penalties and forfeitures ; domes- 
tic and foreign loans; revenues of the post-office; duties on 
patents ; coined cents, and debts from individuals. 

The duties on imports and tonnage were received by the col- 
lectors of customs. The duties on spirits distilled within the 
United States were received by collectors of divisions into 
which the country was divided, who paid them to the inspec- 
tors of surveys, by whom they were paid to the supervisors 
of districts. The fines, penalties and forfeitures incurred were 
received by the marshals, who paid them to the collectors 
of the customs and to the supervisors of districts, except 
those incurred for crime against the United States, which 
were sent by. the marshals directly to the Treasury. The 
domestic loans, duties on patents, and debts from individu- 
als were paid into the Treasury without any intermediate 
agency. Foreign loans were received by the bankers abroad 
under whose immediate agency they were made. The reve- 
nue of the post-office was received by the deputy postmas- 
ters, who paid it to the Postmaster-General, and the coined 


" cents were received by the Treasurer of the Mint. 


The Treasurer was the medium of all receipts and dis- 
bursements of public moneys. All receipts and disburse- 
ments must be sanctioned by warrants drawn on and in 
favor of that officer. These warrants were signed by the 
Secretary of the Treasury, countersigned by the Comptroller, 
and registered by the Register. Warrants for receipts 
required an acknowledgement of the Treasurer in order to 
discharge the payer; and warrants for disbursements required 
an equivalent acknowledgement by the person receiving them 
to discharge the Treasurer. 

Five modes were adopted in regard to receipts, each of 
which may be briefly expiained. The first mode was for the 
Treasurer to draw bills or drafts, under the special direction 
of the Secretary of the Treasury, on those who had public 
funds in their hands. Such drafts before leaving the Treas- 
urer were registered and countersigned by the Register of 
the Treasury, or by a confidential clerk designated for that 
purpose. This mode applied to money drawn from other 
countries, as well as to money accruing in the United States, 
except that foreign bills were always countersigned by the 
Register himself. 

The second mode was by deposits made by the supervis- 
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ors of the revenue and the collectors of the customs in the 
several banks, by a general order of the Secretary of the 
Treasury. As soon as they were made they were passed by 
the banks to the credit of the Treasurer. The officer making 
the deposits took duplicate receipts from the bank, one of 
which he immediately sent to the Treasury, while retain- 
ing the other. The bank also made weekly returns, one to 
the Secretary of the Treasury, another to the Treasurer, 
specifying the persons making the deposits and the amount 
of them. 

The third mode was by remittances of the supervisors 
and collectors to the Treasurer. These were generally made 
in bank bills, though sometimes in bills or orders on indi- 
viduals ; in some cases, however, they were made in mutual 
credits and in specie. Another mode was by special direc- 
tion from the Secretary of the Treasury to the supervisors 
and collectors of the customs to make advances, provision- 
ally, for certain specified purposes; and the last mode was 
by warrants on persons in favor of the Treasurer. 

The four first modes of remitting money to the Treasury 
in the end were resolved into the mode last described. All 
advances and payments were always sanctioned by warrants. 
No party who paid money could be discharged save by a 
warrant, and receipted by the Treasurer. Bills or drafts 
drawn by him were either deposited in a bank or remitted 
to certain public officers or agents, as the Secretary of the 
Treasury directed. 

In respect to disbursements, one mode was by warrants 
issued by the Treasurer. .This was the general method, and 
the invariable one, when payments were made immediately 
at the Treasury. The second mode was by drafts drawn by 
the Treasurer, under special order of the Secretary of the 
Treasury, registered and countersigned by the Register. The 
third mode was by a special order of the Secretary of the 
Treasury to the supervisors and collectors to make advances 
of money provisionally for certain specified purposes. These 
directions were never given with regard to any money 
which had passed to the credit of the Treasurer. The two 
last modes were finally resolved into the first, so that war- 
rants finally issued for the sums paid either on the drafts 
of the Treasurer, or under the direction of the Secretary. 
These were the modes adopted by Hamilton for disbursing 
the public funds; but in a very few instances there were 
some slight departures which need not be described. 

The forms established for keeping the public accounts 
therefore, were based on the following principles: No. pay- 
ment into the Treasury was valid, so as to justify a defini- 
tive credit to the payer, unless the Treasurer’s receipt was 
indorsed on a warrant in the creditor’s favor, signed by the 
Secretary of the Treasury, countersigned by the Comptroller, 
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and recorded and attested by the Register; and no pay- 
ment from the Treasury was valid unless made in pursu- 
ance of a warrant on the Treasury, signed by the Secretary 
of the Treasury, countersigned by the Comptroller, and 
attested by the Register. 

Such is the outline of the system adopted by Hamilton 
for receiving and disbursing the public funds. The preser- 
vation of the system, with only slight changes, by everv 
succeeding Secretary is proof of its excellence. It has with- 
stood the test of a hundred years, and still remains not 
less effective than when first adopted. 

In the beginning public funds were kept in several banks, 
thus continuing the usage established by the confederation. 
The Treasurer himself never actually had any public money 
in his possession. It was, in fact, in a bank from the 
moment of receiving it until disbursed. The only excep- 
tions were bank bills, orders on individuals. mutual credits 
and specie remitted by the supervisors of the revenue, and 
collectors of the customs to the Treasurer. As soon as 
received they were deposited in a bank to the credit of the 
Treasurer. Nor did the Secretary of the Treasury or any 
other officer of the Treasury department at any time have 
possession of public money, except in a few instances too 
unimportant to be mentioned. 

Previous to 1809 no law was enacted about the deposits, 
and the Secretary of the Treasury exercised his own author- 
ity in making them. During the first three years of the 
Government the Bank of North America, which was now 
thriving under a charter from the State of Pennsylvania, 
was employed for that purpose. The Bank of New York, 
of Massachusetts, and of Maryland, were next selected and 
used. When the United States Bank was founded in 1798, 
this was added to the number. From time to time deposits 
were placed in other banks. In 1809 Congress required dis- 
bursing officers to keep “the public moneys in their hands” 
in some “incorporate bank, whenever practicable,” which 
was to be “designated for the purpose by the President of 
the United States.” Nothing was said concerning the depos- 
its of collecting officers. 

In February, 1811, just before the expiration of the char- 
ter of the United States Bank, and after Congress had 
refused to extend it, Gallatin, who was Secretary of the 
Treasury, selected other banks as public depositories. The 
only condition required of them in the beginning was, that 
in making discounts, preference should be given to those 
having custom-house bonds to discharge. The reason tor 
imposing this condition was a very just one. The closing of 
the United States Bank and its branches would doubtless 
cause a pressure on other banking institutions for pecuniary 
assistance. Of course, it was of primary importance to the 
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Government to collect its revenue with facility. Conse- 
quently Gallatin exacted this requirement, so that the Gov- 
ernment might not suffer from the sudden dissolution of the 
National bank. Afterwards the Secretary required from each 
bank a monthly statement of its condition. By order of the 
President the same banks were used by collecting as well 
as by disbursing officers. 

The deposits were kept in this way until 1816, when a 
second United States Bank was founded. Its charter pro- 
vided “that the deposits of the money of the United States, 
in places in which the said bank and branches thereof may be 
established, shall be made in said bank or branches thereof, 
unless the Secretary of the Treasury shall at any time other- 
wise order and direct; in which case, the Secretary of the 
Treasury shall immediately lay before Congress, if in session, 
and, if not, immediately after the commencement of the next 
session, the reasons for such order or direction.” 

The Secretary of the Treasury, therefore, retained discre- 
tionary power in keeping the public deposits. This power 
was exercised to a limited extent during the next three years ; 
but in 1832 he employed it in a terrific manner. He removed 
all the deposits from the National bank and put them in 
State banks. Their removal fired the entire country with 
intense excitement, which burned for a long period with 
undiminished fury. Even when the excitement ceased the 
evil consequences of the act continued, like the billows of 
the Atlantic which heave and roll long after the storm which 
set them in motion has passed away. 

The money received by the Government in the beginning 
consisted of bank notes and specie. Hamilton instructed the 
collectors of customs to receive certain State-bank notes, 
payable near the seat of Government, and to credit them as 
cash when forwarded by mail, or otherwise, to the Treasurer. 
When the United States Bank was organized in 1791, its 
notes were accepted as equivalent to specie by the Govern- 
ment. So were the notes of the second United States Bank. 
This action by Hamilton and his successors was apparently 
Sanctioned by Congress in 1816. After that time deposits 
were made in specie, or bills of the United States Bank, or 
of such other specie-paying banks as the Government deposi- 
tors were willing to receive at par, and credit as cash. The 
practice of receiving bills on special deposit, which was com- 
menced in 1814 and continued for four years, was discontin- 
ued in 1818, and payments thereafter were made in specie 
or its equivalent. | 

The Government sustained no losses from the employment 
of the National banks as depositories. The State banks 
employed after 1817 were less faithful. From that period 
until the Government ceased to use them as depositories the 
losses were very large. 














270 THE BANKER’S MAGAZINE. [ October, 


“UNLESS TROUBLE COMES.” 


‘“Unless trouble comes” has echoed into a national refrain. 
Behind each man, from the petty clerk, who ventures his 
first spec, to the colossal capitalist, who stakes a pile, whose 
fall would shake the world, a specter is lurking. It is that 
dread of something unknown, but as popular belief goes, 
couched to spring and when once sprung, certain to destroy. 

This specter haunts the strongest holds of security, and 
at our late Convention of Bankers, the oldest member de- 
clared ‘“‘that we are verging on a panic, compared with 
which all former panics will seem as trifles.” 

Let us investigate this dread; let us learn if there is a 
force which sooner or later must swoop down and blast 
our prosperity, or whether it is merely a morbid fancy, in- 
fecting the country as a fever, and like Macbeth, seeing 
imaginary horrors while seated at a table covered with 
plenty. 

The systems of earth move like the planets in fixed and 
regular orbits. Since God declared by the rainbow that seed 
time and harvest should ever occur—since man must change 
his entire composition every seven years—it is claimed that 
prosperity, speculation and depression will revolve in regular 
circles, although the latter conditions are often founded on 
the mere caprices of human temperament. Bagehot, the 
great economist of England, believed in a revolution of 
panics, and showed that one occurred in London every ten 
years. Gibbons, the most practical of American authorities, 
noted the regularity of panics and traced their effects upon 
our monetary system. 

Upon such authorities we can conclude that man is so 
endowed as to experience emotions of energy, hope and 
despair, and as we often witness the rise of stocks the most 
worthless, over securities the most sound, we see how the 
emotions named operate upon human affairs, and that hope 
and fear are prime factors in alternating success and failure. 
But as in every stormy sea there are crafts which must tack 
in and hug the shore, and vessels which can breast the 
fiercest gale, so are there speculators who must scud or 
sink before every financial storm, while the merchantman, 
which is properly ballasted, rides unharmed over foaming 
billows, and as these last are the real carriers of commerce, 
it is from them we would take ‘our bearings. Scientific men 
learn the order of things by experiment. If certain causes 
produce certain results, it is established that the same causes 
similarly distributed will produce like results again, and so 
some financial thinkers have reasoned on this scientific basis, 
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that because periods of great buoyancy have been followed 
by depression, that as this country is now in a whirl of 
activity, distress in a corresponding degree, must follow. 

This being the theory for croaking, let us briefly review 
the last panics, and see if the causes which produced them 
now exist, and if the condition of man is properly expressed 
in the phrase ‘unless trouble comes.” 

In the summer of 1857 the Ohio Insurance and Trust 
Company was doing an extensive and seemingly prosperous 
business at its home office in Cincinnati, and its branch office 
in New York. Besides its business of insurance, it borrowed 
money and sold bills of exchange which circulated exten- 
sively. When it was announced that the New York office 
had suspended great excitement prevailed, and when a heavy 
default was discovered in a New York bank which failed at 
the Clearing House, a panic ensued. Mr. Gibbons shows 
that this panic was brought about principally by the banks, 
for as soon as alarm was sounded, and the telegraph was 
just then coming into use, the banks instead of calming and 
relieving public pressure—and a few bold actions often stem 
the torrent of excitement—shut down on everybody, good or 
bad, and the result was the spread of failure and distress 
over all- the States in the Union. 

In 1866 the largest firm in England, Overend, Gurney & 
Co., after immense speculations in cotton, owing to the late 
United States Civil War, and after desperate attempts on 
account of enmity to cripple the Bank of England, made a 
failure which shook the United Kingdom. But though many 
failures resulted, and the Bank of England, which holds by 
law the banking reserve of Great Britain, was sadly depleted, 
it rallied nobly to the market, and as its governor boasted, 
“Before the Chancellor of the Exchequer was out of his bed 
to grant us relief, we had met every reasonable demand that 
was made upon us,” and this relief applied not to depositors 
drawing their funds, but to advances to borrowers, and 
though some distress resulted, the bank’s action saved the 
market. 

We come now to 1873, when a panic occurred that has no 
parallel, and for the comprehension of which we must study 
its own history. 

In September, 1873, the banking house of Jay Cooke & 
Co., a firm recognized as the fiscal agents of the United 
States which had funded extensive loans over the world, 
which was no wider than their credit, collapsed with a crash 
which showed that no order could ever be brought out of 
its confusion. At home in the twinkling of an eye, and 
abroad at the flashing of a wire, credit and values swept 
down under a deluge of distrust and dismay. Everybody 
holding obligations made frantic demands for cash, depos- 
itors besieged banks, debtors shunned them, trust companies 
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threw securities on a market which could not even accept 
sacrifices, and the strongholds of credit closed their doors 
even against hope. Merchants whose credit had stood like 
towers, not being able to get what was due them, or convert 
their assets into cash, passed over their accumulations of 
years to assignees. The extensive railroads which had yielded 
large revenues, and the mammoth routes being constructed, 
for whose anticipated value bonds had been negotiated over 
the world, now that there was no freight to carry and no 
money to equip, abandoned their enterprise and passed their 
creditors from plenty to penury, and their proceeds to re- 
ceivers. And so we might continue through the whole series 
of industries, of mills stopped because there were no buyers 
for their goods, of ships lying at anchor because there 
was nothing to transport, of farmers dallying their seasons 
because there was no money to make, and if made, no 
market to sell their crops. 

But now we approach the task of comparing the situation 
of 1873 with the condition of to-day, and of showing, as we 
hold, that the forces which had then been at work to destroy 
do not now exist; and granting at this present period every- 
body could become panic stricken at once, it could cause 
no such disaster as then befell. 

In the affairs of men there are certain principles of sound 
finance, which we ask our readers to observe, for they are 
the caption of our whole argument, and must reveal the 
truth or falsity of our position. There are two kinds of 
capital, available capital or money which is so held that it 
can be used at any time, and fixed capital or money, which 
has been so placed that it can only be recovered after a 
fixed and often distant time, and is entirely useless for any 
present purposes. 

Again, goods are produced to be exchanged, and there- 
fore it is good that they should be exchanged as quickly 
as possible, and as producers are mainly occupied in produc- 
ing what others want, and not what they want themselves, it is 
desirable that they should always find, without effort, without 
delay and without uncertainty, others who want what they 
can produce. Now, having stated these principles of suc- 
cess, let us briefly notice some of the causes which injure 
and depress. 

War is a waste of material; it does nothing but destroy. 
Vast bodies, generally the most useful of men, are taken from 
productive labor to be fed, clothed and maintained, while 
they produce nothing to restore the consumption. Immense 
supplies of wealth in military stores are rapidly destroyed, 
industries are disturbed and arrested wherever armies pass, 
traffic of railways and roads are stopped and other comple- 
ments of industrial energy. In the downfall of 1873, we 
must take into account~-the effects of our civil war, for 
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though in the wake of that terrible destruction we plunged 
into active expansion, our seeming prosperity was caused 
by attacking the wealth which still survived, and filling up 
the gaps caused by consumption, by extra, fresh consumption. 
And thus, when the lenders of that period called upon the 
borrowers for settlement; the borrowers had consumed their 
own substance and that of their creditors, and they could 
only render up some unavailable fixed capital, which the 
creditors often found too worthless to receive. 

But other potent spirits of destruction had been engen- 

dering the miseries of 1873, and these now claim our atten- 
tion. 
Great famines had fallen on important nations. China 
and India had been plunged into miseries too terrible to 
relate. England, the great market of the world, had been 
visited with calamities of the same order, and six bad har- 
vests in ten years had sadly depleted her agricultural busi- 
ness. 

A famine is the greatest generator of over consumption. 
England had incurred the expense of cultivation; laborers 
had been fed and clothed, their families supported ; horses 
had consumed hay and corn; plows, carts, and other machines 
had been bought, and, along with fertilizers and other mate- 
rial, used up. The consumption had been vast. 

But when harvest time came, if an ordinary season had met 
the rejoicing farmers, the gathered crops would have restored 
everything which had been consumed as capital. The stock 
wherewith to continue the production of wealth, and a sur- 
plus from available capital, for enjoyment or savings, would 
have gladdened the sons of toil. But, instead of this, the 
weather interfered, and no crop was won. The consumption 
of the tillage had been incurred and unreplaced by fresh 
products ; capital was destroyed, and if ruin did not overtake 
the cultivators a second consumption of capital was neces- 
sary for one crop, and this, as we have stated, was the con- 
dition of England for six out of ten years. 

Is it a wonder, then, that the country became poor? that 
its powers of buying and exchanging were shattered, and 
that England, along with her neighbors who had lost, 
learned the fearful lesson that they lived by receiving in 
return for giving, and that where there was nothing offered 
there could be nothing sold? And France, too, had suffered 
agricultural disasters. Her beet roots and silk crops failed, 
and the phyloxera destroyed the capital which had been 
expended on the cultivation of her vines. The value of the 
wealth which thus perished, has been estimated at many 
millions sterling, a large factor in creating the depression. 

But the United States wrote the most melancholy page of 
that financial history, and the most important one for con- 
sideration, as it exhibits most clearly the workings of fixed 





poe trsany Pai tieg a Se reat ah Sih eae 


ati: 


ogee 


ee 














274 THE BANKER’S MAGAZINE. [ October, 


and available capital. America opened the decennial period 
of this review with an over consumption, which not only 
destroyed the wealth it fell upon, but engendered sources of 
additional distress that swept in ever-widening circles over 
the most distant lands. We created a most reckless and 
unjustifiable excess of fixed capital without counting the 
conditions or consequences. We built innumerable railways, 
for the most part in wild regions where no trade or popu- 
lace as yet existed, which called for the outlay, and could 
restore the destroyed wealth by development of commerce. 
Fixed capital is unlike famines, because it is an act of the 
human -mind which man can perform at his will, and for 
the effects of which he is responsible, and most of the com- 
mercial distress of earth has been caused by the blunders of 
fixed capital. Fixed capital consists of some instrument 
required for production which does not replace its cost at 
once, but a portion of it each succeeding year. Thus, a 
train of cars is fixed capital. It is expected to make a profit 
every trip, a small part of which is assigned to the repay- 
ment of the outlay spent on building the train. Annual 
repairs are required for wear and tear; these are charged to 
the cost of running the train. In the course of a certain 
time the original cost is repaid, the train is worn out, and a 
new one is built. A surplus is made if, after paying the 
cost of building and running it, the train is still efficient 
and goes on working. It is now a tool that costs nothing 
and continues to create wealth. This shows there is over 
consumption in the construction of fixed capital; for a time 
more capital has been consumed than made, the difference is 
a loss of means. The machine made, no doubt restores what 
was lost but only gradually. Whatever was consumed in 
building the train, whether food eaten or other maintenance, 
is gone, and except the portions successively restored there 
is a loss of capital. But there are two kinds of over con- 
sumption. One which utilizes earnings or surplus of capital, 
although it consumes capital, takes it in a way that can be 
spared and so enriches the owner and the country, because 
the means of production have been increased. The other 
kind of over-consumption, by taking capital out of channels 
of activity where it was required, breaks up prosperity and 
generates poverty, because capital has been consumed which 
can not be replaced. And here we must mention those terrible 
conflagrations which, about the year 1872, devastated the 
cities of Chicago and Boston. For not only did the flames 
destroy nearly $ 300,000,000 worth of property, but they dis- 
turbed and paralyzed five times that amount of capital, which 
depended on those cities as channels for its use and exchange. 

Now, let us consider the amount of fixed capital we con- 
sumed in railways and other forms. We were like a farmer 
who had an income of ten thousand a year and spent 
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twenty thousand on drainage. It could not be paid out of 
savings, for they did not exist, and at the end of the first 
year he must sell a portion of his farm to pay the cost of 
draining. -In other words, his capital—his estate, his means 
of making income whereon to live—was reduced. The drain- 
age was an excellent operation, but for the farmer it was 
ruinous. So was it with us. Few things in the long run 
enrich a nation like railways, but so gigantic an over con- 
sumption, not out of savings but out of capital, brought us 
poverty, commercial depression, and much misery. Our new 
railways of that period have been reckoned at some 30,000 
miles, at an estimated cost of $50,000 a mile. They 
destroyed 1,500,000,000 of dollars worth, not of money, but 
of corn, clothing, coals, iron, and other substances. The con- 
nection between such over consumption and commerial 
depression, is visibly that of cause and effect. But the dis- 
astrous consequences were far from ending here. The over 
consumption did not stop in destroying the wealth used up 
in making railways and the material of which they are com- 
posed. It sent other waves of destruction rolling over the 
land. The demand for coal, iron, engines and materials, 
kindled prodigious excitement in the factories and shops; 
laborers were called for on every side; wages rose rapidly; 
profits shared the upward movement; luxurious spending 
overflowed ; prices advanced all round; recklessness ensued, 
and the National capital was wasted, moved by expendi- 
tures on the railways themselves. But the rage fur over con- 
sumption presed on, and carried away foreign nations by its 
force. Attracted by high prices, they poured their goods 
into America—materials for the railways and luxuries for 
their constructors. Their own prices rose in turn; their 
business burst into unwonted activity; profits and wages were 
enlarged, and the vicious cycle repeated itself over Europe. 
Over consumption advanced with greater strides; the tide of 
prosperty rose ever higher, and the destruction of wealth 
marched at greater speed. 

England took a full share in the excited rush, and by 
buying our. bonds, aided largely in our railway construction. 

It is said that England bought to the extent of 150,000,000 
sterling of these bonds, and paid for them in iron, rails, 
locomotives, and other products of her industry. And in 
return she got bits of paper—debts. Her wealth was dimin- 
ished, and she paid, in addition, the same penalty as we did. 
Her manufactures were stimulated by this artificial activity 
of trade to exaggerated production. Higher wages and 
profits were distributed over the nation, and an immense 
impulse given to luxurious and needless consumption. But 
the English ardor for loaning did not end in United States 
operations. England showered her loans over the globe; 
ironclads to Turkey; military resources to Bosnia; articles 
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for wasteful consumption to Egypt; innumerable gratifica- 
tions to South American Republics; in brief, England strip- 
ped herself of her wealth in exchange for nothing but paper 
debts, and in the crisis which was hastening, it made no 
difference whether the obligations were given by a solvent 
or insolvent debtor—England for the time, was emptied, and 
paper documents substituted in the vacuum. 

Meanwhile a destructive war had been waged between 
France and Germany, with all its attendant evils of over 
consumption. And when harassed and blockaded France 
had come out from the -struggle she was impoverished from 
a war that had been waged within her territory. And the 
gold of the French war indemnity which was expected to 
prove the salvation of Germany proved her greatest evil. 
There was already enough gold in Germany to perform her 
medium of exchanges, and so the Government betook them- 
selves to building fortresses and increasing their standing 
army. Thus having fixed the bulk of this capital which 
they wrested from its French channels of use, they loaned 
the balance to speculative traders who reckoned on an in- 
crease of trade in what seemed prosperous times, and who 
Shared the experience of the United States. And this was 
the over consumption which prevailed over the world and 
caused the panic of 1873. It destroyed more than it made— 
it diminished wealth rapidly—but as it was accompanied by 
increased activity of trade, it gave the impression of great 
commercial prosperity. It was the same as our condition in 
this country after the Civil War. The seeming prosperity 
was caused by attacking the wealth which still survived, and 
filling up the gaps caused by the consumption by extra, fresh 
consumption. Had mankind carried out this process to the 
end, the whole wealth of the world would have been de- 
stroyed in some three years amidst universal enjoyment, and 
we should have died out like locusts; all would have been 
devoured. 

Thus in part, but as faithfully as space would permit, 
and largely in the words of a great economist, we have 
reviewed the panic of 1873. The failure of an American 
house to meet its obligations shocked the nerve power of the 
world, and we have stood beside the bedside of the financial 
patient. 

But as the United States had been the leader in consump- 
tion and failure, so its vast resources made it the pioneer in 
recuperation. Without knowing the principles of political 
economy, we practiced them. We began to save our means, 
to consume less for enjoyment and to gather our surplus 
into available capital. Applying the principles that goods 
are produced to be exchanged, we applied ourselves to man- 
ufacturing such goods as could be exchanged readily, and 
as producers are occupied in producing what others want, 
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we produced the necessaries of life, and so cheaply and so 
well, that we have made the world our market, and the de- 
mand is only confined to the boundaries of earth. We have 
regained prosperity in the presence of disturbing forces by 
great sacrifices on the part of all. Employers have been 
contented with diminished profits, and workmen with reduced 
wages. Starting from the basis of mutual aid and endeavor, 
wealth has increased gradually, as capital has increased by 
saving, and more commodities have come up for division. 

Sunshine has been upon us, and under its healthful rays 
communities have earned and then sent out prosperity, and 
so waste places have been built up, and enterprises that were 
abandoned have been renewed with energy and profit. 

We are again at a period of great activity, but all the 
conditions are changed and the disturbing causes absent, 
and healthful activity is what God ordered and intended for 
man. The commercial nations have been free from great 
and disturbing wars; have escaped famines and plagues ; 
have steadily advanced production to demand, and limited 
their consumption to surplus capital. Debts that were given 
up as worthless in 1873, have since been realized upon; 
railroads that were abandoned for lack of support, have 
since been completed to meet the requirements of transport- 
ation, and are now yielding revenue from capital that had 
long been fixed. Mills and factories, which had stopped and 
discharged their hungry operatives, have resumed on full 
time, and are shipping their lucrative products over the globe. 
Lands which had been abandoned, and refused for debt as 
worthless, have, by the emigrants who throng upon our 
shores, been made valuable and productive, and have sent 
out their bounties to brighten and bless. The banks which, 
as shown, caused the panic of 1857, are now secure in avail- 

able resources, and are eager to loan on borrowers’ own time 

and terms. From war and consequent derangement of the 
cotton market, which caused the panic of 1866, we have been 
free, and the ‘south is rapidly controlling its great staple by 
the laws of demand and supply. 

But a great financial act—the resumption of specie pay- 
ments—has been accomplished since 1873, which, more than 
all else, makes our expansion stable. 

We stand on a broad and safe platform of prosperity, and 
though every one must keep his house in order, we need fear 
no panic or distress, but instead a continued activity, for 
already our fields are white with harvest, and our banks, 
railroads, and other industries, have poured out full semi- 
annual riches. 

Possessing the land of promise, let us as far as practicable 
develop our own resources and control our own securities, 
which, especially Southern stocks, will gradually increase in 
value, as the most profitable investments of the world. At 
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the same time let us welcome foreign capital that comes in 
to benefit our interests ; but let us be careful not to mistake 
large balances for prosperity, and let us guard against lock- 
ing up too much of our available capital in fixed and often 
visionary projects. With general good will and mutual aid 
existing over our land, the united sections shall sail in the 
ark of human prosperity. And though clouds may darken 
and storms beset us, yet bearing the olive branch of peace, 
we shall triumph over all billows of destruction, and while 
other nations drift amid the whirlpools of strife, we shall, 
with that righteousness which exalteth a nation, rest upon 
the Ararat of plenty. . Jos. S. BEAN, Jr. 





THE EFFECT OF PAPER ISSUES: UPON THE METALS 
AND OF SILVER ISSUES UPON GOLD. 


In McLaren’s Aistory of the Discussion of the Question of 
Currency in England, the following passage occurs : 

“Let us, then, suppose that at a time when we possessed 
our fair share of the gold of the world, Government paper 
was issued until all the gold left the country, and the market 
price of that metal began to exceed its mint price, and that 
the issue was carefully and honestly limited to this amount. 
This paper would, according to all authority, supply the 
place of the gold, and no change would be made in prices 
or in the distribution of property by the substitution.”’ 

The case supposed by McLaren is, that of the issue of a 
British Government paper money, not convertible into gold, 
but kept at a parity with it by a limitation of quantity. 
Before proceeding to other comments upon the supposed 
case, and upon the views taken of it by McLaren, it will 
be convenient, first of all, to consider in what way the issue 
of such a paper money would operate to expel gold from 
the British monetary circulation. 

The connections of trade between commercial countries 
are sO numerous and intimate that, in the case of those of 
them which use a money kept at a parity with the metals, 
the level of prices in each one of them must bear to the 
general level of prices in the whole of them a relation which 
cannot be permanently varied. This relation may oscillate, 
first in one direction and then in the other, but tends con- 
stantly to restore itself. This tendency, which is irresistible, 
arises from the necessary connection between prices and the 
volume of money, and from the free international movement 
of the metals which are the material of metallic money. 
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When the prices of a country on what is called a metallic 
basis, get too high relatively to the prices of other countries 
on the same basis, the imports of such country increase 
while its exports fall off, until the resulting adverse balance 
of its foreign trade causes such a drain of its gold and 
silver, and such a reduction of the volume of its money, as 
will bring down its prices to the normal level. Jn the 
reversed case of the prices of such a country being too low 
relatively to the prices of other countries, its exports increase 
while its imports fall off, until there is such an inflow of gold 
and silver as will restore the normal level. 

The same thing would be true of a country not on the 
metallic basis, provided it was the policy and actual practice 
of the governing authority to keep the paper money at ah 
approximately steady relation to the metals, of which we 
have had for many years an example in the case of Brazil. 
But it is, of course, not true in any degree pf a country in 
which the governing authority regulates the volume of paper 
with little or no reference to the maintenance of a fixed 
relation of value between such paper and the metals. 

The alternating flow of gold and silver between countries 
on the metallic basis, as the result of rising and falling 
prices and of alternating balances of trade, is entirely familiar 
as a commercial fact of observation, and there is no obscurity 
in respect to the principles which govern it. 

To say that in a country on the metallic basis prices must 
bear in the long run and upon the average a certain relation 
to the general level of prices in other countries on the same 
basis, is to say that the volume of money in such a country 
must in the long run and upon the average bear a certain 
relation to the total volume of money in other countries 
on the same basis. It is upon that principle that the 
metals diffuse themselves over that portion of the world 
which uses them as money, in such a way that each country 
so using them gets what McLaren calls, in the case of Great 
Britain, its “ fazr share.” 

The problem is somewhat complicated by the power of 
nations to use only one of the metals for monetary purposes, 
and also by the power which no single commercial nation 
fails to exercise, of supplementing the metals by paper 
money. 

If Great Britain used nothing but gold as money, its “ fair 
share” of that metal in monetary use would be the total 
amount of the British monetary currency, and _ necessarily 
such an amount as would be consistent with, and be deter- 
mined by, the range of prices which is imposed upon that 
country by its commercial connection with other countries. 
But as, in point of fact, Great Britain chooses to use about 
$ 100,000,000 of subsidiary silver coins and about $ 150,000,000 
of paper having no reserve of gold behind it, the British 
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“fair share” of gold for monetary use is materially reduced. 
It would be still further reduced if the Bank of England 
was permitted to issue #1 notes in addition to its present 
issues of paper, or if silver was admitted into the British 
currency in a larger proportion than it now is. 

We can now understand why the gold of Great Britain 
would flow out, if that country, starting with all its pounds 
sterling in the form of gold sovereigns, should issue an equal 
amount of paper sovereigns, which is the case supposed by 
McLaren. The number of pounds sterling of all kinds which 
it is possible for Great Britain to hold in its currency at a 
parity with gold, is fixed by the condition that it must be 
upon the average within limits consistent with a certain 
average range of British prices. If paper pounds are added 
to a previously existing stock of gold pounds, normal in 
amount, or which was, as McLaren phrases it, Great 
Britain’s “fair share’ of the gold of the world, the excess 
of currency caused by such addition, must flow out, and the 
part of the currency which would flow out is the gold, which 
possesses an international value, and not the paper which 
has merely a home value and is non-exportable. 

The outflow of gold in the case supposed, would not be 
simultaneous with the additions of paper, but would follow 
such additions after the lapse of a certain time. The mere 
addition of paper would not at once expel gold, as the 
thrusting of a solid body into a vessel already full of a 
liquid would at once expel from the vessel a cubic quantity 
of the liquid equal to the cubic quantity of the solid body. 
There is room enough in Great Britain, in the sense of 
cubic space, for any conceivable amount of gold and paper 
combined. The added paper could only effect the expulsion 
of gold by augmenting the total volume of the currency so 
as to raise prices relatively to prices in other countries. It 
is the adverse balance of foreign trade, resulting from such 
relatively enhanced prices, which would drain off the gold. 
If the gold disappeared simultaneously with the addition of 
paper, there would be no augmentation of the total volume 
of the currency, no rise in prices and no change in the 
course of foreign trade. In short, there is no reason why 
gold should disappear simultaneously with the additions of 
paper, and no such fact has ever been observed under such 
circumstances. 

In the case supposed by McLaren, the outflow of gold 
would not only not follow the additions of paper until after 
the expiration of some sensible period of time, but it would 
never be quite equal to the additions of paper. Great 
Britain’s “fair share’’ of money at every given time is some 
proportion of the total money of all the nations using a 
money kept at a gold standard. But this total money is 
increased by the substitution by any one nation of paper for 
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the metals, as much as it would be by an equal addition of 
new metal to the old metallic stock. In the case supposed 
by McLaren, therefore, this total money of the world would 
be increased to the extent of the substitution of paper for 
gold in Great Britain, and the “ fazr share’”’ of Great Britain 
would be absolutely a greater sum, although the same per’ 
centage of the total money. The new paper, if limited to 
the amount of gold existing at the beginning of the issue 
of the paper, would not be Great Britain’s “‘ fair share’ of 
the total money after the issue of the paper, and in order 
that a “ fair share’”’ should be held under the changed cir- 
cumstances, some portion of the old gold would still be 
retained in the British monetary currency. 

Condy Raguet, an American writer on Banking, says: 

“Every emission of a paper currency in any country drives 
out a portion of its coin, and augments the total amount of 
the currency of the world in the same manner that an addi- 
tional quantity of gold and silver from the mines would do 
it; and hence an emission of paper money anywhere must 
augment the currency everywhere after time has been afforded 
for its distribution.” 

Raguet’s statement of the case is more accurate than that 
of McLaren. In the end, an issue by any one nation of 
paper money kept at a parity with the metals augments the 
currency, and consequently the prices of all nations whose 
currency is on what is called a metallic basis, including, of 
course, the currency and prices of the particular nation 
issuing the paper money. 

. McLaren seems to give two modes of limiting the sup- 

posed British paper, so that its parity with gold should be 
preserved. One is, that the amount of the paper should 
only equal the pre-existing quantity of gold. The other is, 
that the further issue of paper should immediately cease 
upon the first appearance of a disparity in the market 
values of gold and paper. He apparently assumes that these 
two limits are the same, whereas it would require an issue 
of paper larger than the previous stock of gold, either to 
expel all the coins of that metal, or to bring on a market 
depreciation of the paper. 

An error in an opposite direction, and of much greater 
magnitude, is the opinion which is carelessly held by so 
many persons that it may fairly be said to be a common 
one, that the volume of the currency of a country on a 
metallic basis is enlarged to the full extent of its issues of 
paper. The truth is, however, that at any given time and 
under the actual circumstance at such time of any country 
on a metallic basis, in respect to population and in respect 
to the aggregate amount of its exchanges, its average volume 
of money is automatically fixed at such a point as is com- 
patible with a scale of prices bearing a certain relation to 
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the general range of prices in all countries on the same 
basis. A particular country may, by issues of paper, cause a 
rise in the general range of prices, including an equal rise 
in its own range of prices, but this rise is measured, not by 
the proportion of the new issues of paper to its own pre- 
viously existing stock of money, but by the proportion of 
such issues to the total stock of money in all countries on 
the metallic basis. And inasmuch as, other things being 
equal, its volume of money must always bear a certain 
relation to its prices, the new issues of paper can increase 
this volume only in the same proportion in which the total 
volume of money in all countries on the metallic basis is 
increased, and any greater increase of its volume of money 
will be checked by the outflow of its coins. 

Certain writers in this country, and conspicuously the late 
Amasa Walker, have insisted that the enlargement of the 
currency of a country by paper not representing coin, but 
kept at a parity with it by a supposed redeemability in coin, 
places such a country at a permanent disadvantage in its 
trade with other countries. by so raising prices as to dimin- 
ish exports and unnaturally stimulate imports. According to 
their view, the protection intended to be given to various 
industries by American tariffs, has been in this way nullified 
by paper enlargements of the American currency. They en- 
tirely fail to see that while this is the effect of additions to 
a currency, during the time when they are being made, it is 
a merely temporary effect, and that in the end, as between 
countries on a metallic basis, an enlargement by paper of 
the currency of one of them becomes diffused over all of 
them. They might as well maintain that, as between the 
several countries whose currencies are at a gold standard, 
France is at a disadvantage in trade because it. keeps its 
money expanded in volume by the use of $500,000,000 of 
silver. In truth, the use of that amount of silver in France, 
as a permanent fact, is as much an enlargement of the cur- 
rency of all the countries keeping their money at a gold 
standard, as it is of the currency of France itself. The same 
principle applies to the enlargement of the British currency 
by the permanent issue of $150,000,000 of bank notes having 
no coin reserve behind them. 

It will be apparent that the power of a country on the 
metallic basis over the volume of its money, will depend 
upon its relative importance as respects population, commerce 
and exchanges. Neither Sweden nor Switzerland can sensi- 
bly affect the total volume of money in the world by sub- 
stituting paper for the metals, or by returning to the use of 
the metals. But it is otherwise with great countries like 
Great Britain or France, or the United States, in either 
of which there is in use an important fractional part of 
the total money of all the countries on the metallic basis, 
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and a still more important fractional part of the total money 
of all the countries which are on a metallic basis, and also 
keep their money at a gold standard. Either of those three 
nations, by substituting paper for gold, could furnish to the 
world a supply of that metal equal to five years’ outturn of 
the mines at their present rate of production, and by thus 
largely increasing the total money held to the gold standard, 
either of them could largely increase its own “ fair share” 
of it. 

The case supposed by McLaren is that of a Government 
paper money kept at a parity with gold by limitation of quan- 
tity. The actual case, which has been much more frequent 
in the history of the commercial world, is that of bank 
paper, intended to be kept always at a parity with coin by 
the device of (so-called ) redeemabilitv in coin, and with no 
check upon its quantity except the legal requirement that it 
shal] be so redeemed. That device is, in its essential princi- 
ples, a false and fraudulent one, and has proved itself in 
practice one of the worst scourges which has ever afflicted 
mankind. In Europe it has long been substantially aban- 
doned. In this country it is still a favorite and popular 
policy, and the freedom of scope which has been given to it 
is attested by the century of recurring expansions and con- 
tractions of money, alternating rises and falls of prices, 
panics, crises and bankruptcies, which have constituted the 
commercial history of the United States since they have 
been an independent nation. It is undoubtedly one of the 
worst systems of money which has ever been devised, and I 
shall hereafter discuss it somewhat fully. For the present I ° 
make upon it only the single observation, that the average 
quantity of redeemable paper which can be kept in circula- 
tion, is no greater than the possible quantity of irredeemable 
paper which can be kept at a parity with the metals. The 
difficulty with redeemable paper is, that its actual quantity 
at any given time is, ordinarily, a very different thing from 
its average quantity, and that the range of the fluctuations 
of its actual quantity, which is often deceptively‘ commended 
as its elasticity, is enormous and fatal. 

We have now in existence in several countries, including 
our own, a system of money not dating back farther than 
1874, under which, while the standard of the money is gold, 
the actual quantity of it is increased, not only by paper, 
but by silver coins kept at the desired standard by limita- 
tion of quantity. This is accomplished in Holland and in 
the States of the Latin Union, by retaining their old stocks 
of silver coins but refusing to strike any more, and in this 
country by such legislative and executive limitations of the 
monthly rate of striking silver coins as must, for ten or fif- 
teen years to come, keep them at a market parity with gold. 
The effect of retaining silver coins in use, as in Holland and 
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the States of the Latin Union, or of striking new silver 
coins at a closely restricted monthly rate, as in the United 
States, is precisely the same as the effect of adding a new 
paper money to a previously existing gold money. The 
amount of silver coins which can be retained, or added, 
consistently with preserving their parity with gold, is gov- 
erned by the same laws which control the amount of paper 
which can be added without depreciating it below gold. 
And the same rule applies, in the case of the addition of 
silver as in the case of the addition of paper, that in the 
end it will be an addition to the total mass of the money 
of all countries on the gold standard, and that in the end 
the country which makes the addition will increase the 
money of all other countries on: the same standard, in the 
Same proportion as it increases its own. 

1. In the case of an added silver money, the currency of 
a country is not increased to the extent of the addition. 
It is of no consequence which of the two things, silver or 
paper, is added. The currency cannot in either case be per- 
manently raised beyond a definite proportion of the total 
money of all the countries on the same standard. It must 
be as true of an addition of silver as of an addition of 
paper, that the greater part of the addition will prove to 
be in the end merely a substitution for so much gold, which 
will flow out to the extent necessary to maintain the equi- 
librium of prices and money between the country adding sil- 
ver and other countries. Or, if the increase in population 
and exchanges, of the country adding silver, is more rapid 
than the average increase in other countries, so that its 
“ fair share”’ of the total currency is an increasing percentage 
of the whole, which is the actual case of the United States 
at the present time, either the whole effect, or a part of the 
effect of adding silver, will be to prevent importations of 
gold which would have occurred if no _ silver was added. 
In all events, the more silver is added, the: less gold there 
will be, either by an expulsion of gold, or by a curtailed 
import of it, although the diminution of gold will be less 
than the addition of silver, which, by increasing the total 
money of all countries, increases the “fair share’ of the 
country coining the silver. Many persons declare themselves 
to be in favor of the coinage of both the metals in this ccun- 
try, but always upon the condition that the coinage of silver 
be so regulated as not to reduce the use of the other metal. 
No method of so regulating the coinage of silver is possible, 
or can be conceived of, and if it were possible it ought not 
to be desired by those who regard an inflation of the cur- 
rency as the greatest of financial calamities. But desire it who 
may, or deprecate it who may, it is not practicable, with- 
out a reversal of all the laws which regulate the distribution 
of the metals among the nations using them, either as their 
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sole money or as the standard of their money, for the United 
States to go on forever coining silver, and still to retain as 
much gold and paper at a parity with gold, as it could retain 
if it did not coin silver. 

2. France has to-day about $500,000,000 of full-tender sil- 
ver coins, kept at an actual parity with its gold coins of the 
same denominations. If the rulers of that country should 
decide to demonetize these silver coins, and throw the bul- 
lion which they contain into the sea, or exchange it for 
Asiatic commodities, or get rid of it in some other way, the 
currency of France would not be reduced by so great a sum 
as $500,000,000, or by any near approximation to it. The 
loss of the silver might be compensated, in whole or in part, 
by increased issues of paper, and any loss not so compen- 
sated would fall in the end, not upon the currency of France, 
but upon the aggregate currency of all the countries (includ- 
ing France) whose currency was kept at a parity with gold. 
It would fall in the first instance upon France, but as the 
withdrawal of the silver coins made progress, the resulting 
contraction of the French currency would produce a decline 
in French prices relatively to prices elswhere, diminished 
imports into France, augmented exports from France, and 
finally such a flow of gold into France, as would restore the 
pre-existing equilibrium, but at a lower level, between the 
money and prices of France and the money and prices of 
other countries on the same standard of currency. 

3. In the case of an added silver money, at whatever rela- 
tion to gold might be fixed by law, it is as impossible that 
it should depreciate relatively to gold, as that paper should 
depreciate, until all the gold is expelled. In any country, 
with a given magnitude of population and exchanges, the 
value of money depends absolutely upon its quantity, and 
upon nothing else, but even those who have doubts of the 
soundness of that doctrine will not contend that the pur- | 
chasing power of money can be impaired by manufacturing 
it out of a material which possesses value, rather than out of 
a material which has, substantially, no value.. If a newly 
added paper money, the material of which is worthless, will 
not depreciate if kept within the limits of an old gold money, 
it is quite irrational to suppose that a newly added silver 
money, the material of which, at whatever standard of 
weight and fineness, is at any rate of some value, should 
depreciate so long as it is kept within the same limits. if 
fiat paper pounds sterling issued by the British Government, 
not in excess of the previous circulation of sovereigns at a 
time when such circulation was normal in amount, would be 
as valuable as sovereigns, which is “according to all authority” 
as McLaren correctly observes, it must certainly be true that 
an equal number of far silver pounds sterling, of whatever 
weight and fineness, would not be less valuable. 

A late Secretary of the United States Treasury, Mr. Sher- 
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man, urged Congress very strenuously to limit the coinage 
of silver dollars to $50,000,000 as a point beyond which 
there would be danger of their depreciation, and he insisted 
that, at any rate, $ 100,000,000 was a maximum beyond which 
depreciation was to be looked upon as almost inevitable. 
Views of that kind derive no support from either experience, 
authority, or intelligent financial reasoning. To-day we see 
the market parity of gold and silver perfectly preserved in 
France, where silver constitutes about one-half the metallic 
currency, and in Holland, where the proportion of silver to 
gold is about four to one. The market parity of the metals 
would not be disturbed in either country if the proportion 
of silver to gold should rise to twenty to one. So long as 
any sensible amount of gold remained in actual use in either 
country, that fact would be a decisive proof that there was 
no premium on it sufficient to be noticed in ordinary use, 
because any kind of money on which there is such a pre- 
mium, passes out-of the market and into the hands of 
brokers who collect it to meet the demands (principally for 
export ) which occasion the premium. I[t may seem super- 
fluous to add that until a premium arises upon gold, there 
can be no depreciation of silver, comparing the two metals 
with each other. 

The full-tender metallic money of this country is computed 
to be at least as great as $600,000,000, and will increase as 
population and exchanges increase, unless paper money is 
increased. The National revenues, all of which will be paid 
in silver if the taxpayers find any sensible degree of economy 
in making use of that kind of money, exceed $ 300,000,000 
annually. The metallic reserves of the United States Treasury 
and of the banks [see note] amount to $ 300,000,000, the 
whole of which may consist of silver, and certainly will con- 
sist of silver if there is enough in existence, and if there 
is any noticeable depreciation of it as compared with gold. 
In presence of such facts, the opinion is a most extraordi- 
nary one, that such depreciation can occur within any near 
period, with a present stock of only $ 100,000,000 and an 
annual coinage of only $ 27,000,000. OBSERVER. 


Nots.—In an address to the Bankers’ Convention at Niagara, August 11, 1881, Mr. Knox, Comp- 
troller of the Currency, estimated that the gold alone amounted, May 1, 1881, to $520,000,000, 
and that of that amount § 298,000,000 was held by the United States Treasury and by the 
National and State banks. Since the resumption of coin payments in January, 1879, the banks 
have converted their cash reserves, previously held in greenbacks, into gold. They did that 
from their general but mistaken belief that there would soon be a premium on gold over silver, 
and of course over greenbacks, which are, by law, redeemable in silver at the option of the 
Government. But the fact that the banks preferred gold for their reserves when they could and 
did obtain tt without paying a premium, has no tendency to prove that they would forego 
the profit of converting their reserves into silver, 7/ a premium upon gold shall hereafter 
arise. It was, in truth, the expectation of precisely that profit which induced them to change 
their reserves from greenbacks to gold. If a difference arises in the market value of different 
kinds of lawful money, they will never pay their debts, nor keep reserves for the payment of 
their debts, in the kind of money which becomes the dearest. There is no rule of morality 
which exacts from them any such sacrifice, and it would be contrary to all the instincts and 
maxims of banking for them to make it. If it proves to be true, that gold is at a premium 
fifteen years hence, they will realize the premium by a sale, and redeem their notes in what- 
ever lawful money may then be the cheapest. But nobody ean now foresee which ( if either ). 
of the two metals will be at a premium, as compared with the other, so long in advance. 





























THE PHILADELPHIA BUILDING SOCIETIES. 


THE PHILADELPHIA BUILDING SOCIETIES. 


‘The following paper was recently read before the American Social 
Science Association, by Addison B. Burk, of Philadelphia, where the 
system described has been very successfully developed : 


THE GROUND-RENT SYSTEM. 


Very early in the history of the city a great deal of thought was 
given to the very subjects this Association is now discussing. The 
city was laid out in blocks, with what were then considered broad 
streets, the blocks themselves were divided into building lots large 
enough to be healthful, and small enough to be within the reach of 
people of moderate means; and large blocks, or squares, were set 
apart for parks or breathing places. 

But more important than all this, the building lots for dwellings 
were sold on ground rent. It was a sale in fee simple, the former 
owner simply reserving to himself a rent out of the property. The 
buyer became in fact the owner in fee simple of the lot, but, 
in consideration of not paying for it in cash, agreed to pay so 
much rent per annum, and this rent was almost invariably six per 
cent. interest on the assumed value of the lot. This was the foun- 
dation upon which the City of Homes was built. Under it very 
poor men were enabled to acquire title to a lot of ground on 
which to erect a homestead, however humble it might be. They 
were secure against eviction so long as they paid the very moder- 
ate rent for their lot, and all increase of value which the growth 
of the city or their own labor put upon their property went to 
them. The same system of ground rents prevailed in all the set- 
tlements now comprising the City of Philadelphia. There was a 
wide distribution of property, and as most heads of families owned 
their houses and lots, there was little demand or need for apart- 
ment houses, and few were built. Long before Chicago was thought 
of or conventions had been held, we had got through with a dis- 
cussion of the “unit rule” in Philadelphia, and every house, 
whether large or small, was built for the accommodation of only 
one family. The custom was soon fairly established, and even when 
property had advanced in value so that it became more and more 
difficult for the poorer and more improvident people to own their 
own homes, and rented dwellings had to be provided for them, 
fashion, habit or prejudice still impelled each family to have its 
own dwelling complete in itself. More than a hundred years before 
building and loan associations had been established in Philadelphia, 
before the days of co-operation, Philadelphia was a city of homes, 
made so primarily by the ground-rent system, and kept so by the 
force of local custom. 


PHILADELPHIA HOUSES. 


I have no doubt that the general plan of Philadelphia dwelling 
houses is also due to the fact that, being built, to a great extent 
by people of small means, they were made at first no larger than 
necessity required, and were gradually extended as the means of the 
Owner permitted and as the size of the family increased. The dis- 
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tinctive feature of the Philadelphia dwelling for persons of small 
means is that, whether large or small, it is well lighted, well aired 
and admits of decent living. Every room in the house receives light 
and air direct from windows opening on the street or on the yard. 
Each room, except, perhaps, the kitchen, is entirely separate from 
all others, that is to say, the occupants may pass by entry ways 
direct from the street to any room in the house, without passing 
through other rooms. Each house is also provided with a yard or 
garden, and these, grouped together in the center of a block, form 
a broad, open space, common to all the houses above the six-feet 
fence line, while each yard is, nevertheless, the exclusive possession 
of the house to which it is attached. 


BUILDING SOCIETIES PRESERVING OLD HABITS. 


When building societies were introduced in Philadelphia, forty 
years ago, they simplv found a congenial soil and flourished on 
that account. They did not create, though they may have stimu- 
lated the desire for ownership of houses, and at times when sales 
of lots on ground rents were less common than formerly, they pro- 
vided a ready means for poor people to obtain houses of their own. 
It isan old story that the term building society is a misnomer and 
that Philadelphia building societies are really co-operative savings 
funds and loan associations, the correct title by which the Boston 
societies are known. 


THE SOCIETIES REALLY SAVINGS FUNDS. 


It would be impossible for me to make plain to those of you who 
are not familiar with the subject the method of doing business in a 
Philadelphia society of to-day, issuing its stock in series. But you 
can all readily understand the society and its system in their simpler 
forms. Let us begin at the beginning, and see how the present soci- 
eties might have been if they were not actually developed. One 
hundred men, able to save five dollars a month, agree, in order to 
strengthen each other in their purpose to save, to put their money 
together at fixed periods and lock it up in a strong box until each 
shall have accumulated $1,000. It is plain enough that if each man 
is prompt in his payments that strong box will be ready to be 
opened for a division of the savings at the end of 200 months— 
in other words, if each monthly payment of one dollar represents a 
share of stock, each share will be worth a fixed par value of $200 
at the end of 200 months. No sooner, however, has this agreement 
to save money in this way been made than one of the members 
suggests that instead of allowing the money to lie idle, they had 
better put it out at interest as they gather it each month. The 
securities for its repayment with the interest being put in the strong 
box, it will not take them 200 months to accumulate $200 per 
share. The division of $200 per share may be made at the end of, 
say, 180 months, when they have only paid $180 on each share. 
This suggestion is adopted, and now we have a purely co-operative 
savings fund, with only one distinguishing feature, and that one of 
great value—the savings are compulsory and made at stated periods. 
The member does not lay aside in this fund his spare cash as humor 
to save seizes him, but enters into an obligation to pay so much per 
month. I am disposed to look upon this scheme as thus far devel- 
oped as comprising all the essential features of our misnamed build- 
ing and loan associations. 
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THE LENDING OF MONEY. 


The other branches of business in which they engage, although 
they give character and name to the societies, are really incidental 
to the accomplishment of one grand purpose, that of saving money 
by co-operation and by compulsory payment into the treasury. 

Imagine a society formed as here sketched, with no other object 
than that of saving money and deriving interest from the funds as 
they accumulate. The first problem that presents itself to the di- 
rectors is, how to use the money collected the first month. 

The purpose of the society will be destroyed if it is not safely 
invested. Shall it be put in Government bonds, at a low rate of 
interest, or invested in bond and mortgage, with real-estate security, 
at a higher rate? If the latter course is adopted, to whom shall 
the money be lent? John Smith, who is not a member of the so- 
ciety, desires to borrow, but so also does Peter Brown, who is a 
member. If the society lends to Peter Brown, it will have addi- 
tional security to that represented by his bond and mortgage—in 
his stock growing in value month by month. To get this additional 
security for all the money it lends, and at the same time secure a 
higher rate of interest for its money than could be obtained from 
Government bonds, the society determines to lend only to its mem- 
bers. Now, however, it is found that other members besides Peter 
Brown want to borrow the first month’s collections. How shall it 
be decided between them? Obviously, the fairest plan is to let them 
bid one against the other, and lend it to the man who is willing to 

ive the highest premium over and above the fixed or legal rate of 
interest. This course is adopted, and the society finds itself in pos- 
session of two sources of profit—interest on loans to its own mem- 
bers, and premiums for the prior use of money collected. It is 
manifest now that instead of requiring 200 or 180 months in which 
to accumulate in the strong box enough money and securities to 
divide $200 per share it will only take, say, 160 months. 


FINES AND WITHDRAWALS. 


In the course of time some one of the members fails to pay his 
installment. If this is permitted it is manifest that the member with- 
holding his deposit and depriving the society of its use will, in the 
end, have an advantage over his fellow-members. He will lose only 
his proportionate share of the possible profit on this unpaid deposit, 
but will gain, or may gain, for his personal use the whole of its 
interest value by other investments. To check this a fine is im- 
posed on unpaid installments or deposits of more than the interest 
value of the money, so that the fine may serve as a penalty as 
well as reimburse the society for the loss of the use of the money. 

Another member finds that he cannot keep up his payments, or 
he desires to remove to another part of the country. To accom- 
modate him, the society agrees to open its strong box before the 
appointed time, give him what he paid in, with some portion of 
the profit already accumulated, and cancel his stock. Now, it is 
seen that, incidental to the simple business of saving money and 
getting interest thereon, there are three sources of profit, namely: 
premiums arising from competition for priority of loans, penalties col- 
lected for non-payment of dues, and profits withheld from members 
who fail to keep their agreement, and whose stock is canceled. 
And so we, have developed all the features of a Philadelphia build- 
ing society as it existed thirty years ago. 
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THE COURSE OF THE SOCIETY. 


You can imagine for yourself the course of such a society. At 
first the demand for money is brisk and premiums rule high. As 
time goes on the demand slackens, premiums fall off and eventuall 
it becomes difficult to dispose of money to members, and other por A 
investments have to be found. At last, somewhere between the 
tenth and eleventh years, when from $120 to $132 have been paid 
in per share, the strong box is found to contain securities or money 
suificient to divide to all the shares (borrowed and unborrowed), 
$200 each. The society is then, technically speaking, “wound up,” 
though like Grandfather’s Clock, it is “never to go again.” Each 
holder of an unborrowed or free share gets $200 in cash. Each bor- 
rower is entitled to $200, but he owes $200, for which the society 
holds his: bond and mortgage, so the account is squared by a can- 
cellation of the mortgage. 


THE RESULTS TO MEMBERS. 


What have been the results? The investor has made ten or 
twelve per cent. on his money for the average time of his invest- 
ments. The borrower has paid perhaps eight or ten per cent. for 
the use of his money, when the nominal market price is only six 
per cent. But if a fair comparison is made between loans obtained 
in the open market and loans from building societies, the differ- 
ence will be found in most cases more apparent than real. That is 
to say, agents for private capitalists generally demand a bonus for 
getting a loan; the loan itself is generally not granted for more 
than three years, and if the market warrants it a fresh bonus will 
be demanded for a continuance of the loan, or the borrower will 
be compelled to go again into the market to pay the first lender, 
and will have fresh conveyancers’ fees to pay. This may occur 
twice in the lifetime of a building-society loan, and when the ac- 
counts of two loans are compared, the difference is very frequently 
in favor of the society loan as a matter of dollars and cents, and 
always in its favor when the convenience of getting the money, of 
paying the interest and dues in monthly instalments, and the free- 
dom from worriment about a possible foreclosure are taken into 
consideration. 

I have tried both ways of borrowing money to pay for a home, 
and have known many others to do the same, and my preference 
for the society loan, when the premium is not very high, is the 
result alike of experience and of observation. High premiums, be 
it observed, are not an unmixed evil. If the premium paid by an 
individual borrower, though high, is not above the average paid by 
other borrowers, a fair share of it will be returned to him in the 
shortened life of the society, and the reduced number of monthly 
payments he is required to make. 


5 A BUILDING-—-SOCIETY COMEDY. 


There is a small building-society comedy now being performed in 
Philadelphia, which may fairly be used to illustrate the advantages 
which may be derived from borrowing money through a building 
society. A little house, which rented for twelve dollars and a-half 
per month, was put up for sale. The occupant, who liked it well 
enough to make it his home, was urged to buy it through a build- 
ing society. He knew just enough of finances to be in.the prover- 
bial condition of a man with a little learning. He would not be such 
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a fool as to borrow money at a premium, and denounced the socie- 
ties and their system. His friend, seeing that the house would 
prove a good investment, bought it for $1500, and the tenant con- 
tinued to pay $12.50 per month. There was a ground rent of $30 
per annum on the house; the thousand dollars required for its pur- 
chase was procured from a building society, and the rental money 
devoted to paying dues and interest. The entire cost of interest, 
monthly dues, ground rent, taxes and water rent has amounted to 
just four dollars a month more than the rent. The comedy has 
advanced far enough to allow me to foresee and tell you what will 
be the result of the last act, and its moral. By the payment of 
about $500 in addition to the rent received from the skeptical ten- 
ant, his friendly adviser will become the owner of the house worth 
$1500, subject to a ground rent of $500 or $30 per annum. The 
tenant might have done the same thing and have lived in the house 
as its owner during these ten years if he had only known as much 
about building societies as he thought he knew. 


A LITTLE OF THE DARK SIDE, 


But every borrower does not profit by building-society loans, and 
because they do not the societies are sometimes the subject of unjust 
censure. You will notice that the societies as constituted have 
nothing whatever to do with the building or even the buying of 
houses. The money lent by them is generally devoted to building 
houses or the buying of them, partly, perhaps, because real-estate 
security for the loan is required; but the borrower, having procured 
the money as an ordinary loan and given the required security, can 
do what he pleases with it. He may invest it in business or use it 
for purely speculative purposes. Whether he profits from the loan 
depends, of course, very largely upon the investment he makes, and 
the societies and their system are not. in any way to be held 
responsible for the result, except in so far as they may encourage 
unwise purchases of property. Now, as a matter of fact, they gen- 
erally act as a check upon reckless investments. The directors who 
pass upon loans look almost as keenly after the personal security 
afforded by the character of the would-be borrower and his appar- 
ent ability to carry the loan as to the value of the property to be 
mortgaged to them. They seek to avoid loans that will give them 
any trouble, and, in doing so, necessarily act as a check upon 
extravagant purchases. And such a check is needed, for very few 
men are content to try to buy for a permanent home a house of the 
same class as that which they rent. They generally aim higher, so high, 
in fact, that they sometimes overreach themselves, and, after a strug- 
gle, are obliged to give up the house they had hoped to call their 
own. And here comes in one of the sources of loss to both soci- 
ety and borrower, about which there are many misunderstandings. 
The full benefits of the system cannot be obtained by any member 
who withdraws before his shares have reached maturity. if a loan is 
repaid before that time, whether voluntarily or under foreclosure, 
the cost per cent. per annum to the borrower is invariably greater 
than it would have been if he had kept on to the end. The society 
also generally loses by foreclosure proceedings, through lawyers and 
agents’ fees and costs, or, at least, makes less than it might have 
made if the loan had been carried until the shares reached par 
value. In summing up his losses the borrower seldom takes account 
of the rental value of the house he has occupied for, perhaps, three 
or four years. and so considers that he has been defrauded by the 
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system. This is the origin of very many complaints against the 
societies, and when the story of the sufferer is exaggerated and 
misunderstood, creates in some minds (particularly those of law 
makers ) a bitter prejudice against the whole system. 

One feature of great value in these building societies is, that they 
help to make men independent and self-helpful. There is nothing 
pauperizing about them. Even the borrowers get their loans, not 
as a favor, but as a matter of right, a privilege for which they pay. 
The man who organizes them in a new neighborhood and helps to 
develop them in the right direction, does more for the good of the 
community than the philanthropist who, in helping workmen to 
acquire homes through gifts of money, puts them under obligations 
they cannot repay, breaks down their frugal, thrifty habits, and leads 
them to look forward with a beggar’s wistful eye to means of get- 
ting money without working for it. 


PROSPECTS OF THE FUTURE. 


I think we now understand these societies thoroughly in Philadel- 
phia, and that the prospects for the future are very bright, not in 
the direction of large profits, but of continued usefulness, and all 
the brighter on that account; for large profits mean costly loans to 
borrowers, and costly loans defeat the purposes of the organization. 
Let me say, in concluson, that there is no good reason why this 
co-operative savings-fund and loan-society system should not be of 
great benefit to people everywhere, especially if you will take our 
experience in Philadelphia as a guide against known mistakes of 
management. It does not require that the people should be given 
money help to start a society, but only that some good men and 
true should make known the advantages of co-operation, and aid 
in giving the society wise direction. 





FINANCIAL ACHIEVEMENTS OF THE DUKE OF 
SULLY. 


If Henry the Fourth, the great King of France, was almost always 
fortunate on the battle field, he was not less fortunate in having for 
a finance minister the Duke of Sully. A recent number of the 
Edinburgh Review contains an interesting account of the work of this 


famous minister. It was in the internal affairs of the king- 
dom, and especially in the administration of the finances, that 
his influence was chiefly remarkable. In these his merits were 
inappreciable. In the reorganization of the industry of the coun- 
try he gave his attention chiefly to agriculture, his rough and 
rugged nature being rather opposed to the introduction of the 
silk industry and the manufacture of other fine fabrics, which 
Henri succeeded in bringing into the kingdom in spite of the 
objections of his minister. As an administrator his dexterity and 
power of insight were most remarkable, and he was well versed 
in the knowledge of artillery and engineering affairs, but he had 
also great defects which unfitted him completely for diplomatic 
matters, and which drew upon him an immense amount of hatred 
among his contemporaries, although much of this was brought upon 
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him by his inflexible severity in the uprooting of abuses. He was 
proud, pompous, overbearing, stern, and avaricious. He had, how- 
ever, one especial quality which recommended him to the king—he 
was impartial, not to say indifferent, in matters of religion. Al- 
though nominally a Huguenot, he had recommended the king to 
become a Catholic, and, to the horror of his co-religionists, styled 
the Pope ‘the Holy Father.’ 

The success of Sully in restoring the financial condition of the 
country was marvelous. The public debt in 1596 amounted to nearly 
three hundred millions, that is, to one hundred millions of pounds 
sterling of our money, an enormous sum for that period, besides 
the debt of the Hotel de Ville of Paris, amounting to about forty- 
one millions, the revenue of the country amounting only to about 
twenty-five millions, of which, when the charges upon it were paid, 
only nine millions, that is, about three millions of pounds sterling, 
remained for public expenditure. In 1609 Henri IV asked for a 
report on the general condition of the — and Sully showed 
that he had paid off a hundred millions of debt, that the arsenals 
were crammed with arms, cannon, and ammunition, and the ports 
of the Mediterranean were full of war galleys, while the amount 
of revenue attributed to public expenditure was not nine millions 
as in 1596, but sixteen millions, without reckoning four millions 
coming from the royal demesnes and other sources. And after all 
the regular expenses had been paid, the king had at his command 
a surplus of twenty or twenty-two millions, of which sixteen or 
seventeen lay in corn in the towers of the Bastille, and the re- 
mainder was in bills payable at sight. Such was the change pro- 
duced in twelve years by a wise administration of the finances, to 
accomplish which Sully necessarily displayed an immense amount of 
energy and watchfulness. He had hitherto been simply a man of 
war, and a stranger to civil business, but he entered on his financial 
career, as it were, sword in hand, and he smote mercilessly right 
and left into the forest of abuses which he found existent. As 
Michelet says, he stopped his ears in order not to hear the cries of 
the abuses which were to be abolished. At every blow they cried, 
one and all, like the enchanted trees in the forests of Tasso. He 
inaugurated, in fact, under royal governance, a kind of revolution— 
a revolution against the usurpations of the rebellious nobility, rev- 
olution against the irresponsible authority of the governors of the 
provinces, revolution against exactions of foreign creditors, the 
Gondi and the Zamets, to whom the public revenue had been mort- 
gaged, revolution against the holders of public offices, contréleurs, 
receveurs, comptables of all sorts, who managed to escape from ren- 
dering their accounts under the cover of patronage. At the same 
time he imposed on all the sezgneurs, both lay and ecclesiastical, 
who levied tolls on road and river, the condition of keeping roads 
and bridges in repair under pain of forfeiture. In a few years, under 
Sully’s energetic control, perfect obedience was secured: Commerce 
was free to circulate, and so were the public forces, and the sezeneurs 
were kept in awe by the very communications they had helped to 
create. The forests were submitted to a system of government con- 
trol. War was proclaimed against the poachers and the soldiery 
who had become mere robbers and armed marauders. The rivers, 
too, were placed under royal protection, and were re-peopled with 
fish, and it was forbidden to fish in the spawning season. The 
manufactures and fine fabrics for which France has been chiefly 
distinguished date from this reign, and the credit of establishing 














294 THE BANKER’S MAGAZINE. [ October, 


these must chiefly be given to the king, for Sully was averse to the es- 
tablishment of any kind of luxurious industries. And it is to be re- 
marked that the finer industries of France have all been created under 
the influence of protection, while it must be observed that Sully was, 
in his objection to the establishment of these industries, a stubborn 
free-trader. 





HOW TAXATION RUINED SPAIN. 


A German author, Professor Philippsen, has recently written a 
work in which the system of taxation adopted during the reign of 
Philip III of Spain, which suddenly brought that proud monarchy 
down to a very low position among European nations, is, for the 
first time, very clearly described. The story is eloquently suggestive 
and a brief glimpse may be given, taken from the last Edinburgh 


Review. The most extraordinary and ruinous tax was that of 
the alcavala, by which a tithe of the price of any commodity was 
paid to the Government on every transaction of sale and _ barter. 
This, the most senseless of all taxes, brought yearly to the State 
an income, of three millions of ducats. Then there were the cus- 
toms, which existed not only at the boundaries of the country, but 
between province and province. Professor Philippsen has shown 
great patience in unraveling the tangled web of Spanish finance 
history, which was no _ matter, considering its utter disorder 
and the different kinds of taxation prevalent in various portions of 
the country. A network of inner barriers of tolls and taxes existed 
in the country to the destruction of all freedom of commerce, each 
one of which formed a division between different systems of finance. 
Thus, in Andalusia, the divisions of the ancient little Moorish king- 
doms still existed, and the customs and finance were levied in five 
districts just as if each was an independent kingdom. Imported 
oods coming into the interior from the coast had to pay tithes 
or harbor dues, called e/ dtezmo de los puertos, and the Government, 
thinking it wrong that goods proceeding in a contrary direction 
should not be taxed in a similar way, invented tithes for harbors 
existing by fiction in the interior of Spain, and called ‘the tithe of 
the dry harbors,’ e/ dzezmo de los puertos secos. In Seville there ex- 
isted a special tax levied on goods exported to the Indies, called 
the Almoxarifazgos. Wool, the chief article of export of Spain, paid 
a tax first of one-tenth, a value which was then augmented by 
two-sevenths. But the wool was not even sufficiently taxed on the 
exportation. The Spanish finance minister found means to tax it 
even on the backs of the flocks of sheep which traveled backwards 
and forwards, in spring and autumn, from the plains of Estremadura 
to the mountains of Asturia. These paid the yearly tax called 
servicio y montazgo. In Seville one-half per cent. besides the a/cavala 
was paid for all goods bought and sold in the town. 

Every industry in Spain was taxed in a fashion which made it 
surprising that any manufacture remained in the country. It is evi- 
dent that the tax of the a/cavaia itself was sufficient to kill most 
industries, for if a manufactured article began by being taxed in 
the raw material, and then was taxed afterwards at every stage of 
its process towards finish, it would clearly in many cases end by 
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paying more in taxation than it was worth. We have, too, before 
mentioned the disdain of industrial pursuits which prevailed through- 
out Spain; it is not surprising then to learn that among an indo- 
lent people gambling was a favorite occupation, and the taxes paid 
on playing cards amounted in value to nearly half of all the taxes 
paid on manufactured goods. Monopolies also contributed to the 
income of the country, and the whole of the indirect taxes of 
Spain amounted to about 7,613,852 ducats or pounds sterling—a 
sum greater than the whole present revenue of Belgium without 
that derived from railways, and: the wealth of Belgium must be 
immensely greater than that of the poverty-stricken Spain at that 
time. hen to the indirect taxes of Spain are added the direct 
taxes, those levied on the clergy, the guzztos or fifth parts taken 
from the precious metals imported from South America, the extra- 
ordinary gifts exacted from the Cortes and provincial assemblies, the 
whole yearly revenue of the Spanish monarchy amounted to about 
25,000,000 ducats. And this money was forced out of the pockets 
of a starving people, for whom the Government did nothing in the 
way of helping them to the best privileges of social and civilized 
life—which did nothing in the way of providing them with means 
of transport by land or by water, which was one of the first objects 
of care with Henri IV. Ana besides this the people had their 
Church tithes to pay. ‘Is it a wonder,’ asks Professor Philippsen, 
‘that under such intolerable burdens, and under such disadvantages, 
every kind of production has sickened more and more under Span- 
ish ruie?’ 

The expenditure of the country is still more difficult to calculate 
than its revenue on account of the reckless and confused fashion in 
which money was thrown away in accounts. A great portion, as 
has been seen, was squandered on favorites. Lerma, [the chief min- 
ister and real ruler of the kingdom,| would get from the king pres- 
ents amounting to 50,000 or 100,000 ducats at a time by the an- 
nouncement of the arrival of the silver fleet. The great drain upon 
the Spanish exchequer was the constant war with Flanders. Spain 
was, in fact, tributary to Flanders. It was reckoned in 1608 that 
she had expended 200,000,000 ducats on her wars in the Nether- 
lands. But not only the Netherlands, Italy also, even Hungary and 
Dalmatia, were constant drains on the Spanish resources, for the 
prestige of the House of Hapsburg had to be maintained all over 
Europe. All over Europe, too, crowds of Spanish pensioners were 
scattered about; there was hardly any court on the continent where 
any movement was going on in which Spanish spies, and Spanish 
bribes, and Spanish intrigues were not flourishing. But the worst 
drain of all upon the Spanish budget was the debt left by Philip 
II, which amounted at the accession of Philip III to 100,000,000 
ducats at extravagant interest—some portion of them at sixteen per 
cent. Forthe payment of this debt the greater part of the revenues 
were pledged to the State creditors, who were mostly Genoese. As 
the debt went on increasing more and more of the revenues became 
pledged to pay the interest of the debt, so that at last nothing re- 
mained for court expenses, and in the spring of 1608 none of the 
royal officers had received any pay for a year and a half, and seemed 
to have no hope of getting any, and their state of misery offered a 
frightful contrast to the prosperity of the favorites. To avoid bank- 
ruptcy, or a general arrest of all the movements of the State, the 
Spanish Government in 1601 hit upon a characteristic device, and 
this was to send out sealed orders from Madrid to all the corregi- 
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dors and presidents of tribunals in Spain to be opened only on a 
certain day. When the day came it was found that the orders con- 
tained injunctions for taking a catalogue of all the gold and silver 
plate in the possession of nobles, ecclesiastics and private persons, 
with a view of confiscating a portion of it to the public use. The 
edict, however, excited such opposition that it was never carried 
out. The Government then hit upon a stranger method of raising 
money. In 1604 they obtained a brief of the Pope for giving abso- 
lution to all Portuguese suspected of Judaizing in return for a good 
round sum of money. In this manner 1,860,000 ducats were raised, 
to the disgust, however, of the orthodox, and especially of their 
archbishop and others, who protested against the autos da fe being 
defrauded in this manner. They then had recourse to the com- 
monest but most ruinous course of all bankrupt and dishonest gov- 
ernments—the alteration of the value of the coin. In October, 1603, 
it was declared by a royal edict that all copper, double and four- 
maravedi pieces, should pass for double their value. The Govern- 
ment contrived by this means, by taking up all the old copper 
money and uttering it again at double value, and by issuing more 
copper money, to clear about £ 6,320,440. The consequence of this 
decree was that gold and silver disappeared from the country. They 
attempted to remedy the matter by substituting an alloy of silver 
and copper for the copper, but the effect remained the same. 

After the first eleven years of Lerma’s rule the financial condi- 
tion of Spain may be summed up as follows: The capacity for 
payment of taxes had been so strained to the uttermost that the 
power of enduring taxation at all diminished year by year. More 
than four-fifths of the revenues of the country were mortgaged to 
creditors. There was such a deficit in time of peace that it could 
only be covered by pledging still more of the State revenues, and 
these depended on such contingencies as the arrival of the silver 
fleet from South America. 

The wretched condition of the provinces in Spain, and the sense- 
less method of taxation, had a most unfortunate influence on the 
well-being of the population. The pages of the most loyal writers 
are full of complaints of the misery of the people. The general 
poverty of the population was subject of mockery with the foreigner, 
who declared that Asfague should be called Lspfargne. 


ee 





THE WEALTH OF ENGLAND.—The London Bankers’ Magazine 
estimates the possessions of British capitalists at $17,325,000,000, 
producing an annual income of $ 885,000,000. This money is invested 
in various ways. Their investments include the bulk of the British 
National debt—$ 3,750,000,000; bonds of the colonies and foreign 
countries, $3,750,000,000; Incian Government and railroad stocks, 
$ 900,000,000. These are the principal items, but large investments 
are made in canals, railroads, shipping, iron manufactories and other 
kinds of industrial enterprises. The income, if divided fro rata 
among the population, would give each person in the United 
Kingdom about $23 a year. It is estimated that one-half comes 
from abroad. Every January, thirty-two million pounds sterling— 
$ 160,000,000 —is distributed among holders of securities. About one- 
half as much falls due in February, a little less in March than 
in February, but more in April than any month except January 
and July. The payments in the last six months of the year cor- 
respond with those of the first in the order of occurrence. 
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CURRENT EVENTS AND COMMENTS. 


CONDITION OF THE NATIONAL SINKING FUND. 

At the beginning of the fiscal year 1881 there was a balance of 
very nearly $50,000,000 due the Sinking Fund. The amount due 
this fund for the fiscal year 1881 was about $ 40,000,000, thus making a 
total of $90,000,000 to be paid before the first of last July, in order 
to meet all the matured obligations of the Treasury to the fund. 
It appears, however, that although the public debt was reduced 
over $100,000,000 during the fiscal year ended June 30, only about 
$70,000,000 of redeemed or purchased bonds were placed to the 
sinking-fund account, thus leaving a balance of $20,000,000 due the 
fund at the beginning of the current fiscal year. This balance, 
added to the $42,000,000 due for the current year, makes a total 
of $62,000,000 to be paid before July 1, 1882, provided that all the 
requirements of the fund should be met at that date. The only 
practical effect of the action of the Secretary of the Treasury in 
paying only $70,000,000 of the amount due the sinking fund, instead 
of meeting the entire obligations of ninety millions during the last 
fiscal year, is to reduce the requirements of the fund for the cur- 
rent fiscal year by about one million, or whatever the interest on 
the balance of twenty millions due the fund might have been. The 
inquiry has been started why the Secretary should have postponed 
the payment of this balance till the present fiscal year, as no good 
reason appears for his doing so. 

THE WORLD’S NEXT GRAIN CROP. 

An Official estimate, made recently at Vienna, of the quantity of 
grain which the various grain-growing nations of the earth will be 
able, during the next year, to export, contains the following figures: 
North America, 35,000,000 hectoliters; Russia, 20,000,000; Austro- 
Hungary, 15,000,000; Chili, La Plata, India and Egypt, 7,000,000; 
Australia, 5,000,000; Turkey and the Danubian States, 5,000,000. 
This shows a total available export of 87,000,000 hectoliters. 
Of imports it is estimated that the amounts required by the 
various countries will be as follows: England, 40,000,000 hectoliters ; 
France, 18,000,000; Germany, 12,000,000; Italy, 4,000,000; Switzerland, 
4,000,000; Belgium, 3,000,000; Spain and Holland each, 1,000,000. 
Here is shown a total of 83,000,000 hectoliters, or 4,000,000 hectoli- 
ters less than the quantity available for export. 

MUTILATED SILVER COINS. 

Numerous letters have been received at the Treasury Department 
asking whether the United States coins with holes punched in them 
or otherwise mutilated, are thereby diminished in value, and, if so, 
how much? Secretary Windom has declared, “There is no law or 
regulation authorizing the redemption or exchange by this Depart- 
ment of any coins of the United States on account of their being 
mutilated; but mutilated silver coins will be purchased as bullion 
by any Mint of the United States, and it is presumed that holders 
of such coins can also dispose of them to brokers or to dealers 
in bullion in like manner, in which case, of course, their value 
will vary according to the amount of metal in the pieces and the 
current price of silver bullion. The Department can suggest no 
other relief to holders of such mutilated coin. Public officers are 
not expected or required to receive any coins so mutilated as to be 
unfit for circulation, except by purchase at the Mint, as before stated.” 
20 
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LOSSES OF GOLD FROM ABRASION. 


The Boston Commercial Bulletin says: “ That since the resumption 
of specie payments $200,000,000 have disappeared from sight, and 
of this a large part is gold. It is calculated that there is a serious 
wear of the gold that is shipped West. Perhaps the fact is not 
generally known that gold wears very fast. It is issued by the Gov- 
ernment at a maximum weight, and a minimum weight is fixed, 
below which it will not be full legal tender. A few months’ wear 
actually brings it below this limit under ordinary circumstances. 
The wear and sweating will aggregate enough on the mass of gold 
in circulation to make a heavy loss to the people. This may seem 
like making a fine point on the gold question, but what we have 
stated is true, nevertheless.” 


**BETCHLER’S GOLD.” 


The editor of an Alabama paper has been shown a rare gold coin, 
which is described as follows: It is about the size of a silver quarter, 
a shade thicker, the color of “old gold,” and is inscribed as fol- 
lows: On one side—“Carolina gold. Aug. Ist, 1835. 1I40C. 20 Ccar- 
ats.” On the other side—‘*C. Betchler. At Rutherf. 5 dollars.” 
The history of this coin is thus given: A gentleman by the name 
of Betchler owned and worked a gold mine in North Carolina about 
the date shown on said coin. At this time transportation facilities 
were not so good as they have become since, and the means of 
communication were much more limited. On this account Betchler 
found some difficulty in getting his gold dust to market and to the 
mints, and he formed the idea of coining it himself. Not wishing 
to infringe upon the Government or to be considered a counter- 
feiter, he ascertained the exact amount of gold contained in the 
different varieties of gold coin coined by the Government, made his 
own dies and coined his gold dust in his own name, stamping his 
own name and value upon each as shown above. This was known 
throughout North Carolina as Betchler’s gold, and passed among 
the people of that State and elsewhere where the facts were known 
as readily as the gold coins that bore the stamp of the Govern- 
ment mints. 


MINNESOTA STATE RAILROAD BONDS. 


The recent decision of the Supreme Court of Minnesota in regard 
to the Act passed last March, providing for the payment of the 
“Minnesota State Railroad Bonds,” which the holders had agreed 
to compromise at fifty cents on a dollar, is regarded as a victory 
for the debt-paying party, although it breaks up the per-cent. plan 
of settlement, because it distinctly empowers the Legislature to pay 
the bonds without’ submission to the people. The result, probably, 
will be that the whole debt will be paid, prineipal and interest. 
There is talk of a special session for this purpose. 

The decision is as follows: 

First—That the constitutional amendment of November 6, 1880, 
providing that no law levying a tax for ‘making other provisions for 
the payment of interest or principal of the bonds denominated “ Min- 
nesota State Railroad Bonds,” shall take effect or be in force until 
such laws shall have been submitted to a vote of the people, and 
adopted by a majority of the electors of the State; voting on the 
same is invalid, for the reason that it impairs the obligations of those 
bonds. 
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Second—That the act of March 2, 1881, is unconstitutional and 
void, because it delegates legislative powers to the tribunal created 
by it. 

” Third —That a writ of absolute prohibition should issue and be 
served by any elector of the State on or before the 18th day of 
September, 1881. 

Since this decision was rendered Governor Pillsbury has issued a 
proclamation convening the Legislature in extra session on October 
11th, to take such measures as it shall deem proper to provide 
for the payment of the bonds. 


DREDGING GEORGIA RIVER BEDS FOR GOLD. 


Two companies have been organized for the purpose of working 
the river beds of the Georgia gold belt. They propose to work 
with boats made on a patent given to the International Vacuum 
Dredging Company. . . . The boats under this patent are built with 
large and ample decks and with large covered pipes that reach from 
the deck of the boat to the bed of the river. When the boat is in 
position and the pipe rests on the river bed the vacutfm is made 
by condensing steam in the pipe, and the atmospheric pressure 
forces the mud and sand to the bottom through the pipe on to 
the deck of the boat. . . . The process is very rapid, and immense 
quantities of dirt can be brought into the boat within the course 
of a day. . . . Great results are expected from this invention, as it 
lays, at small expense, the river beds open at the hands of the 
miners. 


TAXATION OF THE STANDARD OIL COMPANY. 


The refusal of the Board of Public Accounts of Pennsylvania to 
allow an adjustment of the account of over $ 3,100,000 settled against 
the Standard Oil Company, has compelled that corporation to pre- 
pare a statement in the nature of an appeal from the settlement of 
the Auditor General’s Department of Pennsylvania, showing the busi- 
ness of the company, which this corporation has heretofore endea- 
vored to conceal from the public. The company claims that even 
if it be taxable, the amounts charged against it are out of all pro- 
portion to the dividends. The company claims that the fiscal officers 
of the State have not made sufficient efforts to procure an exhibit 
of the company’s business on which to base taxation, and that they 
had no power to estimate an account against it, as they had done 
in their settlement. 


SUCCESS OF COTTON MANUFACTURES IN THE SOUTH. 


The Augusta factory in Georgia having 25,184 spindles and em- 
ploying 673 operatives, has paid $276,000 in dividends in the five 
years ending June 15, 1878. The capital stock is $600,000, and the 
dividends have amounted to an average of 9 2-IO per cent.a year. 
From 1865 to 1878 the Augusta factory paid dividends averaging 15 
per cent.a year. Beside this the company has invested $ 460,000 of 
undivided profits in real estate and new buildings and machinery, 
and the balance to the credit of profit and loss is $110,000 more 
than in 1865. In the Langley factory in South Carolina for six years, 
ending in 1877, the net profits of the mill have been $ 330,940. The 
capital stock is $400,000, and the profits have averaged over 13% 
per cent. a year. The Graniteville factory, in South Carolina and 
near Aiken, has paid $299,650 in dividends in five years, or an 
average of 9.32 per cent.a year on the capital stock of $600,000, 
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SOCIETIES IN AUSTRIA. 

The Austrian Statistical Office gives some interesting facts in 
relation to joint-stock companies, associations and friendly societies, 
The Vienna correspondent of the London Lconomzst states that all 
these societies have increased in number, notwithstanding the crisis. 
There has never been a decrease except in 1874, when 132 societies 
ceased to exist. On the whole, there were in 1868 5,196 societies 
which gradually increased to 11,417 in 1873, and since 1874 they 
again increased to 13,106 in 1878. The joint-stock companies alone 
in 1868 numbered 182, with a capital of 759,500,000 florins. By the 
commencement of May, 1873, they numbered 799, with a capital of 
2,073,000,000 florins. In 1878 they were reduced to 460, with a capi- 
tal of 1,431,000,000 florins. 

ELECTRIC LIGHT IN INDIA FACTORIES. 

The Manchester (Eng.) Examiner says: “Night work in the cot- 
ton mills by the aid of the electric light is a new feature in the 
spinning and weaving industry in India; and the management of 
the Nagpur factory has shown a commendable spirit of enterprise 
in introducing it. The mill is lighted by forty-five lamps, the illu- 
minating power of which equals some 36,000 candles. The mill is 
kept going, with the aid of double sets of work people, night as well 
as day. The light is produced by three Gramme machines, two of 
which are worked by the large engine that drives the mill machin- 
ery, and the other by a small horizontal fixed engine. Each of the 
three machines can keep twenty lights burning, but in practice it is 
found that forty lights only are required for the whole building.” 


DISCOVERY OF PETROLEUM FIELDS IN INDIA, 


Further discoveries of petroleum fields are reported, this time from 
India. It appears that one company is now working a portion of 
the fields in Akyab, two others have been started with a similar 
object, whilst the Indian Government has granted to one party, a 
Mr. Savage, under a thirty-years’ lease, certain tracts, which are 
subject, however, to a duty of five per cent. on the net proceeds 
after the expiration of three years from the date of the lease. He 
has already started work on his possessions, and is obtaining about 
twenty barrels of oil daily from depths little beyond 200 feet, with 
European artesian boring appliances. 

WAGES IN INDIA. 

A letter from Bombay says: “There are about 25,000 men, includ- 
ing a few boys, employed boating and loading and unloading ships 
in the harbor of Bombay, hardworking men as you will find any- 
where under similar conditions of climate, whose average wages are 
six annas=seven and one-half pence a day. How do they live? 
Quite as well as they seem to desire, upon four annas a day. Their 
clothing costs very little; the men in the harbor wearing next to 
none, and those on shore and in the mills and workshops very 
little more. I should judge that about one-third of the population 
of Bombay is, practically, altogether unclothed. But they seem 
healthy and cheerful, and apparently quite content. I have watched 
them days and weeks at most laborious work, and have never seen 
a sulky look or heard a word of complaint. And the females work 
as hard as the males; and, as females do everywhere, dress very 
much better. They are fond of bright, showy colors—crimson, green, 
violet and yellow. They dress with much taste, in flowing and fold- 
ing garments; never wear corsets or torment themselves to get into 
dresses that cannot be donned on a lamp post.” 
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COTTON MILLS IN INDIA. 
The following table from the just published “Indian Blue-book ’, 
shows the state of the Indian cotton industry at the close of March, 
1880 : 


No. of In Bombay. Elsewhere. Total. 
Pick cbne anne bbadaacpnaente 46. «n a: «s 58 
i cptidetedikeanaaben ken 1,163,036 .. 307,794 .- 1,470,830 
EEE ET I2,22r .. 1,086 .. 13,307 
re SE, b nncencesebodenes z3,700 .. s.e6n .. 19,261 
Women employed.............0. 4,073 .. 1,175 +e 5,848 
Youths employed.........scecess  —_— 4,903 
Children employed.............. ae 1,683 .. 4,777 
I 60h04406censexs 30,187... 9.990 .. 39,539 


Mr. Morgan Brierly, a British cotton spinner, has been investi- 
gating the question of cotton manufacturing in India. He takes a 
very favorable view of the prospects. Writing from Bombay, he 
says: ‘ Bombay manufacturers need no protection. They are not 
trammeled by any vexatious restrictions upon the hours of labor. 
They have the raw material at their mill doors, and labor is exceed- 
ingly cheap. They have a warm, moist climate, very suitable for the 
processes of spinning and weaving; and if coal be dearer than it is 
in England, they need less of it than English manufacturers. The 
Hindoo is an intelligent, teachable, tractable, and industrious opera- 
tive. I availed myself of an invitation to visit the mills of one of 
the largest and most successful spinning and manufacturing com- 
panies in the city, where nearly 2,000 hands are employed, all of 
whom, from the manager to the tiniest piecer, are natives except 
the chief engineer, an Englishman. 


DIVIDENDS IN INDIA COTTON MILLS. 

The shareholders in Bombay cotton mills are reported by the 
Bombay Gazette to have reason to be satisfied with the past season’s 
work, all well-conducted mills having paid good dividends, averaging 
from nine to fifteen per cent. on paid-up shares of stock. Reserve 
funds have also been added to, and incumbered mills have in many 
instances been in whole or in part freed from debt. Mills owned 
by firms or individuals are noted as being more prosperous than 
those operated by joint-stock associations. 


INDIA RAILROADS. 


The railroads now building in various parts of Bengal, and those 
which are projected there, indicate rapid progress in the extension 
of facilities for rapid intercommunication between the districts of 
that rich province of the Indian Empire. Of lines being now con- 
structed or extended, there are six, the chief work being the com- 
pletion of the Central Bengal scheme, which includes four lines in 
all. One of them is 342 miles long, another eighty-two, another 
eighty-two, and a fourth forty-seven. Five lines have either been 
surveyed or are in project. One of them, running through Chota 
Nagpore, will form the link of a direct Calcutta and Bombay road, 


BISCAY AND MEDITERRANEAN SHIP CANAL. 


The prospects for building a ship canal in Spain, from the Bay of 
Biscay to the Mediterranean, through the Valley of Garonne and 
the Aude, are somewhat favorable. State engineers originally esti- 
mated the cost of it at 1,500,000,000 francs, but others who have 
made a survey say the canal can be dug for less than half that— 
gay 700,000,000 francs. The Conseil General of Aude has adopted 
a motion in favor of the work. 
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WHEN CHECK ON BANK OPERATES AS ASSIGN- 
MENT OF DEPOSIT. 


UNITED STATES CIRCUIT COURT, E. D. MISSOURI, MARCH, 1880. 







German Savings Institution v. Adae. 





B, a banker, in payment of moneys collected by him for C, gave his check on the D bank 
for a sum less than the amount to his credit in that bank. Before the check was presented for 
payment B made an assignment for creditors, of which the bank had notice. J/e/d, that the 
check operated as an equitable assignment to C of the deposit to the amount named in the 
check, and that C was entitled to such amount in preference to the assignee for creditors. 








ACTION OF INTERPLEADER—THE FACTS APPEAR IN THE OPINION. 


McCrary, C. J. 

This case is submitted upon an agreed statement of facts, from which it 
appears : 

(1) That on the 16th day of December, 1878, the firm of C. F. Adae & 

Co., bankers, at Cincinnati, Ohio, being indebted to their correspondents, H. 
L. Newman & Co., at East St. Louis, Illinois, made and forwarded their cer- 
tain bill of exchange (or check) of that date on the German Savings Insti- 
tution, a bank in St. Louis, for $1,072, to the order of said H. L. Newman & 
Co., the same being proceeds of a collection theretofore made by said Adae 
& Co. in the ordinary course of business between them and the said H. L. 
Newman & Co. 
(2) The said bill of exchange received by said Newman & Co. on the 
‘ I9th day of December, 1878, and about noon of that day was presented at 
the banking house of said German Savings Institution for payment, which 
was refused. 

(3) On the 18th day of December, 1878, the said C. F. Adae & Co. be- 
came insolvent, and on that day, at Cincinnati, Ohio, made an assignment in 
a writing of all their property to Augustus Bennett and Philip Henry Hartman, 
! in trust for the benefit of their creditors, which assignment and trust was on 

the same day accepted by said assignees. 

(4) Upon making said bill of exchange, December 16th aforesaid, said Adae 
& Co, charged themselves with the’ amount thereof in their general account 
with the German Savings Institution. 

(5) On December 16th the amount on deposit with said German Savings 
Institution to the credit of Adae & Co. was more than the sum of said bill 
of exchange; and on December 18th, at the time of said assignment to Ben- 
nett and Hartman, the balance on deposit, as owing from it to and the property 
of said Adae & Co. on said general account, was §$ 4,037.25. 

(6) Notice of the assignment to Bennett and Hartman was received by the 
German Savings Institution on the I9th day of December, before the present- 
ation for payment of said bill, and by reason thereof payment was refused. 
The German Savings Institution, by bill of interpleader, asks the direction 
of this court as to the proper disposition of said fund. Bennett and Hart- 
man, as assignees, claim the entire fund under the assignment from Adae & 
Co. to them. Newman & Co. claim a portion thereof under the bill of ex- 
change executed to them by said Adae & Co. on the 16th of December for 
$ 1,072. 

The controversy is thus seen to involve the question whether the execu- 
tion and the delivery of the bill of exchange for $1,072 was in equity, in 
view of the facts above recited, an assignment fro fanto of the fund in ques- 
tion. It has been frequently decided that the holder of a check drawn on a 
bank cannot sue the bank for refusing payment of it, in the absence of proof 
that it was accepted by the bank or charged against the drawer. Sank of 

Republic v. Millard, 10 Wall. 152; Marine Bank v. Fulton Bank, 2 id. 252; 
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Thompson v. Riggs, § id. 663; Rosenthall v. Masten Bank, 21 Alb. Law Jour. 
28, and cases cited. 

If, therefore, this were an action by a check holder against the bank upon 
the check, there could be no recovery. But such is not the case. This 
is a bill of interpleader in equity, by which the plaintiff, a bank holding the 
fund in question, declares its readiness and willingness to pay as the court may 
order, and the controversy is as to the equities of the other parties who are 
adversary claimants of the fund. The rule which protects a bank from being 
harassed by suits brought by check holders has no application to a case of 
this character. We are at liberty, therefore, to inquire which of the claimants 
here has the better right in equity to the fund in question? There are un- 
doubtedly numerous respectable authorities which sustain the doctrine that the 
execution of a check in the ordinary form, not describing any particular fund, 
does not operate as an assignment, equitable or otherwise, of funds of the 
drawer in the hands of the drawee. Attorney-General v. Ins. Co., 71 N. Y. 
325, and cases there cited; Randolph v. Canby, 2 N. B. R. 296. 

But, on the contrary, it was held by this court in Walker v. Siegel, 2 
Cent. L. J. 508, that the rule thus broadly stated seems to apply only to cases 
at law, and that ‘‘such an order, as soon as notice is given to the drawee, 
works an assignment in equity ;” and this view is well sustained by authority. 
Roberts v. Austin, 26 lowa, 315; Forgarties v. State Bank, 12 Rich. L. Rep. 
(S.C.) 518; Munn v. Burch, 25 Ill. 35; 1 Daniel, Neg. Inst., $23; Wil- 
lard’s Eq. Jur. ( Potter’s ed.) 464. , 

There is certainly no good ground for holding that a check or a draft 
drawn upon a fund in bank is not an equitable assignment as between the 
drawer and payee; and in a case where there is no controversy as to the 
rights of the bank or drawee it does not lie in the mouth of the drawer or 
his assignee to say that such an instrument is not an equitable assignment. 
If it were conceded that as a general rule a check dsawn upon a part of a 
fund in bank will not of itself operate as an assignment fvo fanto, it is very 
clear to my mind that this is a case which a court of equity might well regard 
as an exception to any such general rule. As already suggested, the holder of 
the fund has come voluntarily into a court of equity, bringing the fund with 
him, and disclaiming all interest in it, asks the court to dispose of it as be- 
tween the checkholder and the assignee, according to equity. It is a case, 
too, in which it appears that in equity the fund was the property of Newman 
& Co. before the check was executed, being the proceeds of a collection made 
for them by Adae & Co. As between the parties who are now claiming this 
fund a court of equity would have decreed the payment of it to Newman & 
Co. on the ground that Adae & Co. held it for them as the proceeds of a col- 
lection made as their agents, and therefore proceeds of their property. Sz- 
perintendent, etc., v. Heath, 2 McCarter (N. J.) 223; Overseers of Poor v. Bank 
of Virginia, 2 Gratt. 544. It is well settled that the principal may follow his 
property into the hands of his agent or factor and recover it or its proceeds 
from him. Veil v. Admr. of Mitchell, 4 Wash. 105; Bank v. King, 57 Penn. 
St. 202; Buch v. Forsyth, 14 Bush, 499; Cook v. 7allis, 18 Wall. 332. 

An assignee for general creditors can assert no claim that was not good 
in the hands of his assignor. Roberts v. Austin, 26 Iowa 315; Hagerty v. 
Pulmer, 6 Johns. 437; /Valker v. Miller, 11 Ala. 1067; Clark v. Flint, 22 
Pick. 231; Burrill on Assignments, 483, 484, and authorities cited. 

If there had been no assignment, and this were a controversy between Adae 
& Co, and Newman & Co., it would, I apprehend, hardly be contended that 
the right of the latter to a decree for the money could be questioned. Such 
a decree would only give them their own—the proceeds of their property, to 
wit, certain choses of action left with their agent, Adae & Co., for collection, 
and by them collected. As the assignees can assert no claim as purchasers, 
and have no equities which did not belong to the assignors, I am clearly of 
the opinion that the defendants Newman & Co. are entitled to a decree for 
the amount of the face of their bill of exchange, to wit, $1,072. The bal- 
ance of the fund, after payment of costs, should go to the assignees. 

Decree accordingly. 
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ASSIGNMENT OF BANK STOCK NOT TRANSFERRED 
ON BANK BOOKS. 


UNITED STATES CIRCUIT COURT, MASSACHUSETTS, MAY 21, 1881. 


Continental National Bank vy. Eliot National Banh. 


The by-laws of the Eliot National Bank provided that its stock should be assignable only o 
the books. and that when the stock was transferred the certificate should be returned an 
cancelled, and a new one issued. ‘The owner of stock assigned his certificate with power of 
attorney to the Continental National Bank as collateral security for a loan. Hedd, that this 
assignment to the latter bank was valid against an attachment of the stock by the former bank 


in an action by it against the owner of the stock. 


ACTION IN EQUITY TO COMPEL A TRANSFER OF BANK STOCK BY BANK, OR FOR 
DAMAGES—THE FACTS APPEAR IN THE OPINION. 
LOWELL, C. J. 

R. B. Conant was the cashier of the Eliot National Bank of Boston, and 
owned 158 shares of its capital stock. Each of its certificates contained these 
words: ‘* Transferable only on the books of the bank by the said Conant or 
his attorney, on the surrender of this certificate.” The Continental National 
Bank of New York was the regular correspondent of the Eliot Bank. In April 
and May, 1877, Conant borrowed $9,500 of the Continental Bank, in two sums 
of $5,000 and $4,500, and sent them as collateral security certificates for 
ninety-five shares of stock of the Eliot National Bank, with a power of attor- 
ney to transfer them upon the books, but they were not so transferred. The 
by-laws of the’ bank provide that the stock shall be assignable only on the 
books ; that when stock is transferred the certificate shall be returned to the 
bank and canceled, and a new certificate issued. In July, 1878, Conant con- 
fessed to the directors of the Eliot Bank that he had embezzled the funds of 
the bank to the amount of about $70,000. They required him to resign his 
position as cashier, which he did, and he has since been convicted, and is now 
serving a sentence of imprisonment for his fraud. The Eliot Bank attached 
his shares in an action which is still pending in the Superior Court for Suffolk 
county. Afterward the Continental Bank sent to the Eliot Bank the certificates 
and powers of attorney, and demanded a transfer and new certificate, which 
was refused. This bill is filed to require the transfer to be made, or for 
damages, or other relief. Conant is made a defendant and the bill as against 
him has been taken fro confesso. The officer is likewise a defendant, but it 
is admitted that no decree can be made against him. 

The only question of fact in dispute is whether the Eliot Bank, before 
attaching the shares, had notice that they had been pledged or mortgaged to 
the complainants. Conant testifies that at the meeting of the directors at 
which he confessed his misdoings, he was asked what assets he had, and 
mentioned certain shares of mining stock and other things; and that the presi- 
dent asked about these bank shares, and was informed of the fact that they 
were pledged to the New York bank for their face value. Conant, soon after 
leaving the directors’ room, consulted Mr. Morse, an attorney of this court, 
who went at once and saw the directors before they had left the bank; and 
he testifies that he was told there by some one or more of them that this 
stock was pledged. On the other hand, none of the directors remember such 
a conversation; and some of them are confident that none such can have 
occurred. If it occurred. it is admitted that the attachment could not hold 
because the attaching creditor had notice of the transfer. Slack v. Zacharie, 
3 How. 483. 

I am inclined to think that the affirmative evidence must prevail in this case; 
but there is so much doubt in my own mind, that I have thought best to 
examine the disputed question of law, whether the attachment would take pre- 
cedence if made without notice to the attaching creditor of the unrecorded 


transfer. 
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The arguments have been very thorough on both sides, and a great many 
cases have been cited. It has been very ably urged that by the law of Mas- 
sachusetts the attachment would have the preference. This I consider doubtful ; 
but the decision does not depend upon the law of Massachusetts. 

1. It is not important to consider whether the contract was consummated in 
Massachusetts or in New York, The negotiability or transferable quality of 
the stock of a National bank depends upon the laws of the United States. 
Dickinson v. Central National Bank, 129 Mass, 279. In Merchants’ Bank v. 
State Bank, to Wall. 604, the admitted law and usage of Massachusetts, where 
both the National banks were situated, and where the transactions took place, 
were wholly disregarded by the majority of the Supreme Court. The negotia- 
bility of foreign scrip in England is not governed by the law of England, but 
by the law of the foreign country, which may be proved by the general usage 
of brokers and others dealing with such scrip. Goodwin v. Robarts, 1 App. 
Cas. 476. The time and mode of attaching property, and its effect in general, 
are part of the law of the forum; but its operation upon unrecorded trans- 
fers of shares in National banks is regulated by the law which creates the 
shares and provides for their conveyance and registration. That law is sec- 
tion 5139, Revised Statutes, which provides that shares may be transferred on 
the books of the association in such manner as may be prescribed by the by- 
laws or articles of association. Such a law, in Massachusetts, might possibly 
mean that creditors could attach the shares as the property of the recorded 
owner. Slanchard v. Dedham Gaslight Co, 12 Gray 213. I have already 
said that I doubt if this is now the law of Massachusetts, and I shall return 
to the subject presently ; but that law favors attachments in certain classes of 
cases to an unusual extent. 

2. It is a general rule that creditors, whether they proceed by an attach- 
ment on mesne process, seizure on execution, creditor’s bill, or through an 
assignee in bankruptcy, must take their debtor’s property subject to all equi- 
table as well as legal charges, liens, or opposing titles. Willes, J., in giving 
judgment in the Queen’s Bench in 1868, in a case quite analogous to this, 
against the right or seizing shares of the apparent owner, said that it was a 
rule applied by that court more than a hundred years before, in the analogous 
case of the statutory execution under the bankrupt law, that the creditors 
can have no more than a debtor was entitled to in equity or at law. /P2ck- 
ering v. Ilfracombe Ry. Co., L. R., 3 C. P. 235, 251. 

It has been the law of the Lord Mayor’s Court in London, from the time 
of Richard I, that an equitable assignment of a chose in action should prevail 
against an attachment. Westoby v. Day, 2 E. & B. 605. This application of 
the rule obtains in Massachusetts, and in the United States generally, though 
a few courts hold otherwise. Drake on Attachments, ch. 24; Thayer v. Daniels, 
113 Mass. 129, and cases cited 

The doctrine is so familiar that I will merely cite authorities to show that it 
is the general rule in Massachusetts as well as elsewhere. The exceptions to 
it in this State I will consider afterward. See Wakefield v. Martin, 3 Mass. 
558; Dix v. Cobb, 4 id. 508; Kendall v. Lawrence, 22 Pick. 540; Aingman v. 
Perkins, 105 Mass. 111; TZhayer v. Daniels, 113 id. 129; Soston Music Hall 
Ass'n v. Cory, 129 id. 435. 

3. The incorporated property of the shareholder in a company of this sort 
is represented by his certificates; and if these are conveyed, the failure to 
record the conveyance is not evidence of such a constructive fraud as some- 
times arises from the possession of chattels after the property has been parted 
with. On the contrary, it was proved in early cases to be the usage, and is 
now adopted by the courts as law based on such usage, that the possession 
of the certificates, with a power to transfer them, is prima facie evidence of 
title; and if, in fact, the possessor has given value, his title cannot be im- 
peached even by subsequent purchasers who did not receive the certificates, 
much less by creditors of the transferrer. In late cases these certificates are 
likened to bills of lading and other guas¢ negotiable securities. See Slack v. 
Zacharieé, 3 How. 483; Bank v. Lanter, 11 Wall. 369; Fohnson v. Laflin (S. 
C. U. S.), 12 Cent. L. J. 440; U. S. v. Vaughan, 3 Binney 394, approved in 
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U. S. v. Cutts, 1 Sumn. 133; /inney’s Appeal, §9 Penn. St. 398; Wood's Ap- 
peal, 10 Weekly Rep. 125; Smith v. Crescent City Co., 30 La. Ann. 1378; 
Bridgeport Bank v. Schuyler, 34 N.Y. 30; McNeil v. Tenth Nat. Bank, 46 id. 
325; Winter v. Belmont Mining Co., 53 Cal. 428; Fraser v. Charleston, 11 §. 
C. 486; Strong v. Houston R. Co., 10 Weekly Rep. 28; Areadway Bank vy. 
McElwrath, 13 N. J. Eq. 24; S.C., 24 id. 496; Prallv. Tilt, 28 id. 483; 
Merchants’ Bank v. Richards, 6 Mo. App. 454; Canant v. Seneca Co, Bank, 1 
Ohio St. 298; Duke v. Cahawba Navigation Co., 10 Ala. 82; Ross v. S. W. 
R. Co., 53 Ga. 514. 

In many of the foregoing cases there were laws providing for the transfer of 
shares ‘upon the books of the company. But the courts held that this registra- 
tion was intended chiefly for the convenience of the company, to enable it to 
know who should have dividends and who should vote. No doubt it is some- 
times intended as a record of persons liable for the debts of the company, and 
is so in the case of National banks; but the great weight of authority is that 
it is not intended for the benefit of creditors of the individual shareholders, 
Some of the courts hold that the unrecorded transfer passes only an equitable 
title ; others, that it gives a legal title. I assume that by the decisions in the 
courts of the United States only an equitable title is acquired. That point is 
unimportant. 

4. The statutes of many, perhaps of most, of the States, provide that cer- 
tain conveyances of land and of chattels shall be recorded, and that until record 
is made a conveyance shall have no effect excepting between the parties, and 
in most cases those having actual notice. An attaching or seizing creditor, 
without notice of a prior conveyance, is undoubtedly within the words of these 
statutes; and so such creditors have come to be treated, and even spoken of, 
as in some sort purchasers. A few of the statutes requiring registration of the 
shares of companies follow the exact language of these registry laws, and 
declare that no unrecorded title shall be good, or only against persons having 
notice. In California, even such a law is held not to avail creditors ( Winter 
v. Belmont Co., 53 Cal. 428); but in Maine and Massachusetts the decision, 
and perhaps the better one, is that such a law must be construed like other 
similar registry laws. Skowhegan Bank v. Cutler, 49 Me. 315; Rock v. Nichols, 
3 Allen 342. It was in this state of things that the case which is the support 
of the defence here was decided. In Fisher v. Essex Bank, 5 Gray, 373, the 
charter of a bank incorporated in Massachusetts provided that the shares 
should be transferred only at the banking house, and upon the books of the 
company, and the court held that an attaching creditor could hold against an 
earlier unrecorded transfer for value. I have studied this decision with care, 
It seems to proceed upon the theory that by the charter, which is a public 
statute, there can be no such thing as an equitable transfer, or at any rate, 
none except by a sort of equitable estoppel between the parties, and that it 
was a part of the intent of the act that a creditor at law should have the 
legal right to attach the legal title. This decision has been followed in Illinois 
( People’s Bank v. Gridley, 91 Ill. 457), but rejected in the other States, so far 
as their courts have passed upon it. It is sometimes spoken of as being the 
law of Connecticut and Vermont, but the early cases in the former State are 
much modified by Colt v. /ves, 31 Conn. 25. The case cited from Vermont 
( Rice v. Curtis, 32 Vt. 464) is not in point. It is opposed directly to many 
of the cases already cited under the third point, and to the general principle 
that attaching creditors are bound by all equities, including equitable estoppels. 
It has moreover been seriously modified, if not wholly overruled, in Massachu- 
setts, in Dickinson v. Central Nat. Bank, 129 Mass. 279, printed, but not yet 
published. The Central National Bank had a by-law like that now in question, 
and A, the owner of ten of its shares, had transferred them by way of security, 
precisely as Conant transferred his shares, and afterward became bankrupt. 
The transferree, till later, sold the shares at public auction, under his power, 
after due notice to A, and to his assignee. The bank, notwithstanding a 
notice and demand by the assignee in bankruptcy, transferred the shares to 
the purchaser. The assignee sued the bank for damages but was defeated 
Colt, J., delivering the opinion of the court, says that fisher v. Hssex Bank 
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ubi supra, does not apply, because in that case the charter had the force of 
a general law, but that a by-law has no such effect (citing Sargent v. Essex 
Marine R. Co., 9 Pick. 201), and that in the absence of such a general law 
the transferree took an equitable title which should prevail against the assignee 
in bankruptcy of the transferrer. The only circumstances in Fisher v. Essex 
Bank, not found in Dickinson v. Central Bank, are these: (1) The law in 
the former case contained the word ‘‘only”—that the shares should be trans- 
ferred only so and so; (2) that an attaching creditor and not an assignee in 
bankruptcy was concerned; (3) that the law governing the company was a 
Massachusetts law which might be differently construed from a National bank- 
ing act. The first and third points, of course, are the same in this case as in 
the later one in Massachusetts. The second is not sound in this court; an 
assignee and attaching creditor stand precisely alike, according to the law which 
governs this controversy. 

5. The doctrine of Dearle v. Hall, 3 Russ. 1, confirmed in Foster v. Cockrell, 
3 Cl. & Fin. 466, is much relied on by the defendants. This doctrine is, that 
of two innocent purchasers, of merely equitable interests, he shall be preferred 
who first gives notice to the trustee or holder of the legal title. To this there 
are several answers: 1. Though the corporation is for some purposes a trustee 
for the shareholders, the latter have an independent legal property in their 
shares which they can convey, and whether their actual conveyance is legal 
or equitable is of no consequence. 2. The doctrine applies in England only 
to purchasers and not to creditors seizing or attaching, even though a statute 
gives a right to seize all shares standing in the debtor’s name in his own 
right. This statute was once heid by the Queen’s Bench to mean that the 
creditor might seize what the register showed to be apparently the property 
of the debtor ( Waits v. Porter, 3 E. & B. 743); but this has been overruled, 
on the ground that the Legislature cannot be supposed to have intended to 
take one man’s property for another man’s debt, without the most explicit 
statement of such a purpose; and therefore the “right” refers to the equi- 
table as well as legal right. Dunster v. Lord Glengall, 3 Ir. Ch. 473; Scott v. 
Lord Hastings, 4 K.& J. 633; Beavan v. Earl of Oxford, 6 D. M. & G. 524; 
Lyie v. McDonald, 9 H. L. 619; Robinson v. Nesbitt, L. R., 3 C. P. 264; Pick- 
ering v. Lifracombe Railway Co., id. 235; Gill v. Continental Gas Co, L. R., 
7 Ex. 619. 

A few courts in this country have carried the doctrine of Dearie v. Hall 
so far as to uphold the garnishment of a non-negotiable debt which had been 
equitably assigned without notice. We have already seen that this is not the 
law in England nor in Massachusetts. Neither is it the law of the United States 
generally. Drake on Attachments, ch. 24; Cornick v. Richards, 3 Lea. 1. The 
Supreme Court of Tennessee in that case refused to extend the rule to shares 
of stock, though it applies in that State to choses in action. As shares are 
not choses in action, and as attaching creditors are not purchasers, Dearie v. 
ffall is not in point. 

6. It remains only to cite two decisions of the Supreme Court, which, in 
principle, are decisive of this case. In Aank v. Danier, 11 Wall. 369, a Na- 
tional bank was required to make good to the holder of an unrecorded 
certificate the value of his shares, although they had been transferred on the 
books to a subsequent purchaser for value. That purchaser, to be sure, was 
not before the court, but if his title was better than that of the plaintiff, the 
bank was justified in transferring the shares and would have had a perfect 
defence. Dickinson v. Central Nat. Bank, 129 Mass. 279; Gill v. Continental 
Gas Co., L. R. 7 Ex. 232. If a purchaser for value could not hold against the 
holder of the unrecorded certificate, @ fortiori of an attaching creditor. 

Bullard v. The Bank, 18 Wall. 589, is in the same line of thought. It 
decides that certificates of shares in National banks are so far negotiable, or 
quasi negotiable, that a by-law of the bank, which undertakes to make them 
subject to the debt of the transferrer to the bank itself, is void. On the 
same ground it was held that a by-law like that of the Eliot National Bank, 
if intended to give attaching creditors a better title than transferrees who had 
not recorded their certificates, was void. Sargent v. Marine Ry. Co., 9 Pick. 
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201. Here, again, the argument is @ fortiori. If the bank cannot create a 
lien by its by-law, much less can it obtain one indirectly, by attachment, upon 
the construction of an ambiguous by-law. 

My conclusion is, that the attachment of Conant’s shares cannot prevail against 
the complainants’ earlier title, whether that is equitable or legal. There is no 
conflict of jurisdiction, because no State court or officer has taken possession 
of anything. The question is merely one of title. A bill in equity will lie, 
because the complainant company has, or might have, a right to require the 
shares to be transferred to it. As values are at present, it would be more 
just to enter a decree for the debt due the complainants, and interest, which 
would have a considerable value for the defendant bank if the present market 
price holds. I understood counsel to say that the precise form of the decree 
could probably be agreed on. 

Decree for the complainant. 


2  — 


THE HISTORY OF WALL-STREET CORNERS. 


The recent corner in Hannibal and St. Joseph common stock, whereby the 
price has been forced up from about 57 to more than 200, has created so 
much excitement of late in the financial world that it is worth while to 
explain what a corner is, and the history of the more prominent ones that 
have occurred in railroad stocks. The LZvening Post thus describes a ‘‘cor- 


ner.” The bear element in the market consists of all those who think 
that prices of securities are higher than they ought to be, higher than the 
facts warrant, higher than they can permanently remain. In order to take 
advantage of the unwarranted inflation of values, as they understand it, 
they borrow stocks and sell them at the high prices prevailing, expecting to 
be able to buy them in at lower prices before it becomes necessary to return 
the borrowed securities. For instance, A borrows from B tooo shares of 
Hannibal and St. Joseph, which is selling at sixty. A pays B $60,000 cash, 
and agrees to return the stock on demand, when, of course, the money will 
be refunded to him. It is for B’s interest to lend the stock, because he gets 
the interest on the $60,000 during the interval, or at all events more interest 
than he would otherwise have to pay for the use of the same money. 
Under ordinary conditions B, the lender of the stock, will pay A, the 
borrower, something for the use of the money, but if the particular stock 
wanted by the bears is scarce it will be lent flat; that is, the borrower 
will receive nothing for the use of the money while the loan continues. In 
extreme cases the lender may even get a commission for the use of stock in 
addition to the interest on the money which it represents. If the market 
fluctuates while the loan continues the borrower and lender settle with each 
other at the close of each day, so that the amount of money shall at all 
times be exactly equivalent to the value of the stock. 

When the bears, or any portion of them, have discerned a weak spot in 
the market, that is, a security selling for more than it is worth in their opin- 
ion, they borrow and sell it liberally. Their selling has the same effect in 
putting down the price as though the stock were absolutely their own, and 
their expectation is that other holders observing a decline in price will become 
alarmed and sell also, thus putting down the price still more and fright- 
ening still other holders. They intend, of course, to buy enough at the lower 
scale of quotations to deliver back what they have borrowed, pocketing the 
difference. It sometimes, though rarely, happens that a few persons, discov- 
ering what the bears are about and believing that they (the bears) are strong 
enough to stand a heavy loss without breaking, quietly buy up all of a partic- 
ular stock that exists. In order that the price may not be forced up while 
they are themselves buying, they lend stock freely to the bears, and thus 
encourage the latter to sell. When they have secured all or nearly all of the 























1881. ] THE HISTORY OF WALL-STREET CORNERS. 309 


particular stock that exists they call in their loans. The bears are then com- 
pelled to buy, and since no stock or very little is for sale, the price can be 
forced up to any figure at which the cornering party chose to put it. This is 
what has happened in Hannibal and St. Joseph. The shorts must come up 
and settle on such terms as may be dictated to them. But the last result is 
to leave the cornering party saddled with the whole issue of the stock in 
question, Whether they make or lose by the operation will depend upon 
whether they can extort from the bears more than enough to compensate them 
for the loss they may incur in reselling the stock to the general public. Most 
commonly the cornering party, as well as the cornered, lose money—which has 
been gained meanwile by the multitude, who have taken advantage of the high 
prices to sell out. For this reason corners have latterly been of rare occur- 
rence. 

The following history of the principal stock corners since 1835 is taken from 


the New York World: The Morris Canal and Banking Company corner of 
1835 was about the first notable one of the street, and yet, although that stock 
was put up on the shorts from about 40 to 185, and although several persons 
suffered severely, the number of shares involved outside of the pool would be 
now called ridiculously small. In 1835, however, with a whip sent out, only 
about fifty members of the Stock Exchange could be gotten together to vote 
upon a test case of enforcing the Morris contracts, and in that year when a 
million of Governments were bought in a block, or when any stock broker 
deposited $500,000 in a single day Delmonico’s and Niblo’s coffee-house were 
agog with talk. The speculative operations of the street were then mixed 
with the highest gambling spirit—as, for instance, when 64,000 shares of Har- 
lem (then nine miles long) were sold for delivery while the regular shares 
numbered only 7,000. The Morris Canal corner, the clique led by Jacob Little, 
who was practically the author of short sales, was mainly made up of New 
Jersey capitalists, who had quietly bought up the stock far below par, lent it 
freely in small and scattered lots and thereafter went into the street to make 
time purchases of it. The Harlem clique of 1835 offered in July high and 
higher prices, buyer sixty days, and so enticing the hopefuls (as in his day 
Jacob Little classified the dealers and brokers who took great risks ), managed 
in September to hold the market at 195. On the first of the settling days 
4,000 shares came up with differences mounting up to $100,000 in favor of 
the pool. This inspired the short interests to call a meeting of the Stock 
Board with the hope that, inasmuch as so many members were interested in 
breaking the corner, the contracts might for some flaw be declared off, but 
after a very long and fierce debate the first vote said: Contracts must be 
fulfilled. As more differences fell due the Board elected a committee of four, 
to whom differences were paid, and eventually there was a compromise at 
160. In 1863 the Harlem corner was undertaken by Commodore Vanderbilt, 
not so much for-profit as for revenge. The Legislature and Common Council 
had given out that there should be, under an old legislative act, a surface 
railway extension of the Harlem, turning from Union Square east into and 
down Broadway—then a most valuable franchise. Secretly, however, Assem- 
blymen and Aldermen determined when the time came to oppose it, and as 
secretly sold it short. They found it easy to borrow. In reality whatever 
stock Vanderbilt and his then man Friday, John M. Tobin, controlled, made up 
the capital stock, and soon the day of reckoning came when the politicians 
settled at 164, the stock going to eighty-five the day afterwards. They were 
furious and their fury got them into second toils. We will repeal the old 
grant, the legislators declared, and four months afterwards they did. Mean- 
while the old victims had again gone short, expecting the stock to fall. Van- 
derbilt and Tobin were on the street, apparent sellers of large blocks, and 
Horace F. Clark, Vanderbilt’s son-in-law and legal manager, gave out every- 
where that the Commodore was tired of Harlem and the legislative dickerings 
with it. These sales were, however, sham to a large extent, but the prices 
were allowed to drop temptingly point by point. Therefore it came to pass 
that there was in February even a larger short interest than there had been in 
the previous September. This time the shares were run up to 285—which is 
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sixty points above what Hannibal stood at yesterday—and the Harlem corner 
resulted in breaking a dozen brokers and stripping a lot of politicians who were 
afterwards compelled to plunder the city treasury in order to retrieve the 
balance. 

Two years afterwards, in November, 1865, occurred a corner ‘in the stock 
of the Prairie du Chien Railroad (now consolidated with the Milwaukee 
and St. Paul). The corner was a fluke and came about in this way: Wm. H. 
Marston, whom war times brought to the street as one of its kings from IIli- 
nois, where he had been cashier of a bank, had made about $ 100,000, in 
conjunction with Ifenry Keep, out of transactions in Michigan Southern, and 
had baffled thereby many houses, who determined to lay for him. They 
found him trying to bull Prairie du Chien to par, and began to bear the 
stock. He found the capital stock of the road to be only about $ 3,000,000, 
and he had begun buying when this stood at less than $2,000,000 market 
value. Finding what the street was doing, Marston determined to control the 
whole stock. By the aid of a few brokers he so mystified the street that 
when his time purchase matured and he called in borrowed stock he was able 
to dictate settlements from 200 to 250, About the time of the Harlem corner 
Leonard Jerome originated a Hudson corner, Vanderbilt was beginning then 
to control that road. This corner was also a fluke. Jerome was a large 
holder of the Hudson stock, which the bears had forced down on him ten or 
twelve points, Jerome, as a species of gambling operation, gave orders to buy 
up all offerings at seller’s option. Then he bought on top of that all the 
cash stock. He knew which ones of the investors would hold on to their 
stock, and very soon he found himself controlling all the floating shares. Bear 
houses were made to turn the stock—buying of Jerome at cash, selling it back 
at an advance upon ten to thirty days’ option, which caused it to appear that 
Jerome was a needy borrower. This doubled the short interest. The maturity 
of the options given in the turns of course occasioned a corner. From about 
112—the price of Hudson when Jerome began his gamble—the stock went up 
towards the two hundred. Leading brokers protested they had made the turn 
as an accommodation. Were they then to lose $6,000 on every hundred 
shares? Jerome said: ‘ Well, as an accommodation I’ll lend you stock at 
five per cent, per diem.’ Forty thousand shares were due, and after paying 
this interest a few days for the sake of getting time to look around, the vic- 
tims settled, Jerome and his friends of the pool—whose names, by the way, 
were never authentically known—made about three millions. 

His brother Addison was not so fortunate a year iater in another corner 
upon Michigan Southern (now consolidated with Lake Shore). He was sim- 
ply engaged in purchasing that stock, so as to add its road on to the New 
York Central Railway for through connections to Chicago, when he found 
that there was a great abundance of cash stock in the street, and that really 
he had options out for nearly the entire capital of the road. He determined 
instantly on a corner, and bought 30,000 more shares than there were in the 
whole capital stock. But Addison Jerome had neglected to employ a lawyer 
or to search the title of the road, and he was unaware of a charter clause 
that allowed an issue of more stock for construction purposes. This stock 
was quietly issued and fed to the street and next to him at the high prices 
of the corner in settlement. This discovery nearly broke him, and he was 
eventually forced to sell his stock from thirty to fifty per cent. below his 
purchases. The excitement, moreover, led to an illness which produced his 
death some months afterwards. Notwithstanding his losses, however, he left 
a fine fortune. This countervailing movement of a new issue was due to the 
strategy of Henry Keep, who, with the aid of Rufus Hatch, got up the corner 
of 1867 in Northwestern. This pool absorbed on time purchases 25,000 shares 
more than the capital called for. Three millions went to the profit of the 
pool, but the manceuvres were really aided by the stupidity of the street. 
There was another corner in 1874 of the common stock of that company, 
which was broken by the unexpected tender of the preferred, which was ade- 

uate according as the time bargains read in the matter to the courts. It is 
understood that by the terms of sales and purchases in Hannibal and St. Jo- 
seph common a similar tender of its preferred is not available. 
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Thomas Garner once engineered a corner in Milwaukee and St. Paul which 
was broken to his great loss by an issue of new stock upon construction ac- 
count. ‘Two corners in Erie have been broken by the same method of what 
Daniel Drew once called Construction by destruction. Rock Island stock has 
been twice cornered—in 1864 and in 1871—but in each case the pool was 
broken by the treachery of some of its members who undertook to recoup 
individually rather than honorably wait for joint profits. In every corner 
there are two essentials: First, the stock to be engineered must be of a rea- 
sonably small number of shares—either in original capital or by the withdrawal 
of a very large majority of the shares from the market for investment pur- 
poses ; and, secondly, the pool must have access to the stock or transfer ledgers. 
Extreme prices, when the corner culminates and when men who have agreed 
to deliver stock which they can only get from the cornering pool, may be grad- 
uated at the discretion of its managers. These can exact $500 as well as 
$200 premium. but their demand must be proportioned to the means of each 
delinquent, who, if he chooses to lie down or to fail, deprives the pool of 
so much profit. The history of the foregoing corners and of several smaller 
ones, and of the ins and outs of corners, their dangers and their risks, is 
now well known to the street, and the fact that a corner was turned upon 
old operators recently is, doubtless, due to the fact that they supposed there 
could not be a corner in Hannibal when the President could at option con- 
vert bonds into stock and so kill the scarcity of stock. 
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LEGAL MISCELLANY. 


TAXATION OF NATIONAL-BANK SHARES.—‘‘If the State law taxes moneyed 
— generally at a lower rate than National-bank shares, thus fixing the 
ruling rate of taxation higher as to them than as to the bulk of other mon- 
eyed capital, it is a discrimination against them; and they must be brought 
within the limit of taxation fixed by the ruling rate of taxation, by cperation 
of law, the excess being an unconstitutional and void exaction. But if they are 
taxed according to the rule and rate applicable to moneyed capital generally, 
then the tax is valid, although some moneyed capital similarly invested in State 
banks ( Lioudberger v. Rouse, g Wall. 468; S. C., Thomp. N. B. Cas. 41), or 
in local bonds ( Adams v. Nashville, 95 U. S. 19; S. C., Thomp. N. B, Cas. 
148), or in mortgages, judgments, recognizances, choses in action ( Hepdurn v. 
School Directors, 23 Wall. 480; S. C., Thomp. N. B. Cas. 113) be taxed at 
a lower rate, or not taxed at all. And it matters not what be the articles, or 
classes of moneyed capital taxed at a lower rate, or not taxed at all, provided 
that the general and ruling rate be alike applicable to National-bank shares, 
and the great bulk of like property similarly situated.” —Zxtract from article by 
Fohn W. Daniel in September Number of Virginia Law Fournal. 


SALE OF STOCKS AND BONDS—ACTION FOR SPECIFIC PERFORMANCE—TEN- 
DER.—The complainant purchased from defendant and the latter agreed to de- 
liver certain shares of stock and corporate bonds. There was a partial delivery, 
default as to the remainder, demand and tender of payment, and this suit to 
compel the transfer was then commenced. During its pendency the parties agreed 
that the remainder of the stock and bonds should be delivered and accepted 
(except two bonds for which compensation in money was to be paid), but at 
the agreed-upon time the complainant refused to accept, on the ground that 
the bonds did not answer the description of the original contract. The defend- 
ant then pleaded tender of performance under the new agreement. It appeared 
that the bonds were the same that the complainant had purchased under that 
agreement. J/e/d, that the property in the stock and bonds passed under the first 
contract; that the tender under the second agreement was valid, and was all 
that the defendant could do under the first contract; that although the tender 
was good, the first contract was not abandoned by refusal to accept, nor was 
defendant discharged thereby from the obligation to perform on complainant’s 
demand; and that such tender was a complete defence to this action. Z7veat 
v. Richardson. Supreme Court of Errors. To appear in 47 Conn, 
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PARTNERSHIP—BANK DEPOSIT IN THE NAME OF ONE PARTNER—USE OF 
FIRM NAME BY SURVIVING PARTNER—PARTNERSHIP OF AGENTs.—Where one 
of two partners carrying on business in his own name deposits moneys of the 
firm in his own name in bank, such funds belonging to the firm, the other 
partner will have the right to change the account during the life of the partner 
in whose name the deposit was made, and place it to the credit of the firm 
account, and, after his death, to check it out as surviving partner. But if the 
same was the private means of the partner so depositing, the other will have 
no power to control it or check it out during the life of the depositor, or 
after his death. 

A surviving partner has the right to use the firm name in which to transact 
his business. A check drawn on a bank by him, either in the firm name or 
in his own name as surviving partner, when paid, will protect the bank. 

Where a person engaged as an agent in the sale of manufactured articles 
on a commission forms a partnership with another, and the firm continues the 
business, it will be a continuance of the agency, not only to sell, but also to 
collect for articles previously sold for the principal. And such money, when 
collected, over and above the commissions allowed, belongs to the principal or 
original owner, and does not become the property of the agents selling. Zhe 
Commercial National Bank v. Proctor. Supreme Court. May 14, 1881.-—Ad- 
vance Sheets Vol. 98 Illinois Reports, p. 558. 


NOTE MADE BY HUSBAND AND WIFE IN ANOTHER STATE.-—A, and B his 
wife, made and delivered their negotiable promissory note to the plaintiff. The 
note was made in Massachusetts, where the parties resided, and was valid 
there. Suit on this note was brought in Rhode Island, the writ being served, 
on the husband by attaching his interest in the realty of his wife, on the 
wife by attaching her realty, and on both, by attaching the wife’s share of an 
intestate estate in the hands of an administrator. Pending the suit, the hus- 
band was adjudged a bankrupt and subsequently died. He/d, that the wife 
being legally incapable in Rhode Island to make a promissory note, the 
action against her could not be maintained. eld, further, that as in Rhode 
Island the husband must be made co-defendant with the wife, and there was 
in this case no service of the writ on the husband, the action was fatally defec- 
tive. Hayden v. Stone, 13 R. I. 


NEGOTIABLE INSTRUMENTS—WHAT NOT—COUNTY WARRANTS-—SET OFF— 
EsTOPPEL.—A county warrant drawn by the clerk upon the treasurer, directing 
the latter to pay to the payee therein named a certain sum of money, is not 
a negotiable instrument, and the county may set-off against a dona fide pur- 
chaser for value a claim held by it against the payee. Wall v. Monroe (o., 
S. C. U. S., October Term, 1880. 

Nor is the county estopped in such case by the fact that the warrant is a 
re-issue to the payee in lieu of an original warrant surrendered by him, and 
that at the time of such re-issue the claim. now set up as a defence was known 
to exist. /d. 


UsurY—WHEN MAY BE RECOVERED Back.—Usury paid on a note, not 
included in it, nor endorsed on it, may be recovered back by the payer, 
although the note has passed into a judgment; and a plea setting up such 
facts is held insufficient on demurrer; A/cDonatd v. Smith, 53 Vt. 

And this is so, while it is true, as decided in Day v. Cummings, 19 Vt. 
496, that, when the usury is included in the note, and judgment has been 
rendered on it, it cannot be recovered back. Jd. 

The party paying the usury can plead it in off-set; but his neglect to do so 
is no bar to his recovering it in an independent suit. 72. 

Where usury has been paid on a mortgage note, and the mortgage has been 
foreclosed, and the usury was deducted on the making of the decree, although 
this was done at the instance of an attaching creditor, while the payer of the 
usury (the plaintiff in this suit) protested against such deduction, such usury 
cannot be recovered; and a plea alleging such facts, on demurrer, is held suf- 
ficient. qd. 




























































THE FIRST CALIFORNIA GOLD. 


THE FIRST CALIFORNIA GOLD. 


A recent writer in the Sax Francisco Bulletin has given an account of the 
first discovery of gold in California, which differs very materially from the 
account generally known. As it is probably more accurate than any other 
it is worth giving to our readers. 


In the latter part of 1833, or the beginning of 1834, J. P. L. Leese came 
to Los Angeles from Taos, New Mexico, bringing with him a considerable 
quantity of grain gold, the product of the New Mexican gold placers. About 
the same time, a Spaniard by the name of Palacios arrived in Los Angeles 
from Guaymas, State of Sonora, who also brought with him a considerable 
amount of bullion, which was in large bars or bricks of silver and in grain 
gold from the gold fields of Sonora, These two lots of grain gold, amounting 
to about $10,000 in value, went into the hands of a few merchants, and were 
mostly exported from the country prior to the discovery of any gold in Califor- 
nia. A considerable portion, and probably the larger part of it, was taken 
hence by the ships trading on this coast from Boston. This will account for 
the testimony of Boston merchants in this matter. Some considerable quan- 
tity of this gold was worked into various articles of use and ornament in Los 
Angeles and some other places by silversmiths and other artisans. Some of it 
was also wasted in the manufacture of counterfeit Columbian doubloons. 

No record, tradition, or even legend, of the promulgation by any person of the 
belief or suspicion that any part of Alta California was of an auriferous 
character prior to 1841 can, in the judgment of the writer, be produced. In 
the early part of that year, Don Andres Castilleres, a native of Mexico, a man 
of education and of considerable scientific attainments and mineralogical knowl- 
edge, traveling from Los Angeles to Santa Barbara, saw and gathered up near 
the rancho of Las Virgenes some mineral specimens, which he exhibited in 
Santa Barbara, and said that generally, if not invariably, placer gold existed 
wherever this class of pebbles was found. 

In the month of June, 1841, two vaqueros (herdsmen) of a neighboring 
ranch, while riding over the lands of the ranch of San Francisquito, dis- 
mounted from their horses by the side of a rivulet, to give them a breathing 
spell, and, seeing a bed of wild onions, they engaged in gathering some of 
them. While so doing, one of them, who had been present and saw the peb- 
ble which Castilleres had said was an indication of gold placers, noticed one of 
these pebbles, and said to his companion: ‘‘Look at this! there is gold 
here ; for I heard Don Andres Castilleres say that there was gold to be found 
wherever these little stones exist,” and immediately scooping up a handful of 
the sand and gravel, which had been loosened by pulling up the onions, he 
rubbed it with bis other hand, and, sure enough, he found in his handful of 
sand a grain of gold. 

On their return to Santa Barbara, they took with them a few dollars’ worth 
of gold which they had obtained from the ground. The news of the discovery 
of gold soon spread from Santa Barbara, and people from San Diego to San 
Luis Obispo hurried to the discovered placers. Although few or none of the 
native Californians had any practical knowledge of the gold-washing process, 
there were, at the time of this discovery, quite a number of natives of Sonora, 
and other parts of Mexico, scattered over California, and especially in the 
southern part of it, who had seen and worked in placers. A large part of the 
extensive country drained by the Santa Clara River (Ventura county) was. 
prospected, and gold obtained in many places. During the first two rainy sea- 
sons following the discovery, some hundreds of people were profitably engaged 
in mining, and gold was brought into Los Angeles by miners and sold there, 
every year, from 1841 to the discovery of the rich and broader goid fields of 
Central California in 1848, which caused the abandonment of the less produc- 
tive placers of this part of the country. 
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INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. PAYMENT OF PosT-DATED CHECK, 


A customer draws a check on his bank dated in advance. It is presented, 
and through oversight is paid by the bank some days before that on which it 
is dated, and is charged against the drawer’s account, who has the amount to 
his credit. 

1. Is the bank compelled to pay other checks of current dates afterward 
presented though these overdraw the account? 

2. If so, and the post-dated check cannot be made good by reason of the 
failure of the drawer, or for any cause, can the paying bank recover of ante- 
cedent indorsers and holders, say the original payee and the banks through 
which it came? 


REPLY.—The payment of a check before it is due is irregular, and the bank 
has no right to do so, ‘*For it is unquestionable,” says Morse, ‘‘that in 
the interval between such irregular payment and the day of the date when the 
payment could be properly made, the amount ought still to be left standing to 
the credit of the drawer. The bank has no right to charge him with the dis- 
bursement till the time comes when the disbursement could be properly made 
on his account. His check is no order till it has matured; so, if in the in- 
it terval he continues to draw checks, the bank must continue to honor them 
upon presentment, so long as his account, without decrease by the debit of 
this item, is sufficient to meet them, until the day of the date arrives.” 
Banks and Banking, 2a ed., 373. It is clear therefore that it is the duty of 
the bank to pay checks subsequently drawn, just as though this post-dated 
check had not been received and paid; and on the arrival of the day 
specified for its payment to appropriate the sum paid out. If the drawer 
had not then sufficient funds in the bank to meet it, the bank must lose it 
if it cannot recover of the depositor, The bank can look to no other party. 
Morse on Banks and Banking, 2a ed., 373; Daniels on Neg. Inst., § 1618; 
see Morley v. Culverwell, 7 Mees. and Welsb. 174; Chitty on Bills, toth ed., 
180; Wheeler v. Gould, 20 Pick. 545. 





II. PROTEST. ! 


” 


‘‘Three 4% months after date, for value received, I promise to pay,” etc. 


When should this note, if unpaid, be protested ? 


REPLY.—By the law merchant, both in England and the United States, a 
month is construed to mean a calendar month in all cases of negotiable instru- 
ments, and of mercantile contracts. If the note had been payable in three 
months, it would have been due May first, without considering the days of 
grace. The quarter of month was a quarter of the month of May, which 
contains thirty-one days. As an exact division of the month is impossible, 
the law would doubtless adopt the nearest time, in accordance with the 
doctrine of cy pres (as near as may be), and would therefore regard eight 
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days as the nearest quarter of the month of May. Thus the note would be 
due the ninth of that month; adding the three days of grace the maker 
would have until the twelfth, upon which day, of course, if payment was 
not made the protest should be sent. See Daniel on Neg. Inst., 2d ed., 
§§ 625-626. 





BOOK NOTICES. 


Tokio Commercial and Economical Magazine, Tokio, Japan. 8vo., pp. 614. 

The Japanese, though clinging to many old ways, are rapidly adopting 
the dress and the business methods of more civilized nations. It is singular 
with what rapidity their banking institutions have developed, and with what 
success they are managed, One would hardly imagine that in the short space 
since the adoption of the system there would be any occasion for issuing an 
almanac containing the annual history of these institutions. Yet such a work 
has appeared, containing the names of the banks, and showing how rapidly 
they have multiplied in many parts of the Japanese Empire. Full returns of 
their business are also given, which show that they are exceedingly prosperous. 
Indeed, the Japanese are good financiers, as their light taxation and small 
indebtedness furnish proof. They seem to take to the business of banking 
with ease and facility, as though it were an intuition. 


Statistics of the American and Foreign Iron Trades in 1880. Annual Report 
of the Secretary of the American [ron and Steel Association, By JAMES M. 
SWANK, Secretary. Presented to the members, July 30, 1881. Philadel- 
phia: The American Iron and Steel Association, 18381. 

The annual history of no trade in the United States is preserved with 
such fullness and accuracy as that of the iron trade, prepared by James M. 
Swank, the able Secretary of the American Iron and Steel Association. The 
report abounds with figures, some of which tell a wonderful story of progress 
in the United States in the metallic art. For example, in 1867 the first 
Bessemer steel rails were made in this country and 2,550 tons were produced. 
The next two years the production was 7,225 tons, and 9,650 tons respectively. 
Then the figures began to swell thus: 


Tons. Tons. Tons. 
1870. .... 34,000 - 7) 144,944 dite ae 550,398 
38,250 ne SEIS. coe 290, 863 ie 7 683,969 
SO78. << 94,070 i 3876. 200: 452,461 ni 1880..... 954,460 
os 129,015 + see 432, 169 ee 


There are those who imagine they are statisticians, because they collect 
figures and tabulate them. But much of this work is worthless; it tells no 
story; it is a mere heap of meaningless figures, But this cannot be said of 
Mr. Swank’s report. In these ninety pages is packed a mass of information 
relating to the iron trade of America and foreign countries of great value. 
Every table has a clear significance; and we are sure that no American can 
peruse this. report without experiencing a lively satisfaction over the industrial 
progress here recorded, 
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Reports of Cases Argued and Determined in the Supreme Court of the State of 
Kansas, A. M. F. RANDOLPH, Reporter. Vol. XXIV. Topeka, Kan- 
sas. 1881. 

One commendable feature of the decisions here reported is their brevity, 
The contrast in this respect with the decisions of the courts of some other States, 
especially Virginia, is remarkable. One reason may be, the Supreme Court of 
Kansas is composed of three judges only, and the number of cases they are 
required to hear and decide is so large, evidently they have not much time for 
lengthy reflections. The reporter is equally concise in his statements, though 
usually the court weaves into its opinion the facts needed for a clear compre- 
hension of the case. In May v. Mogram, page 76, several side notes are 
appended to the opinion, though why this is done, in this solitary case, does 
not appear. The head notes are carefully prepared; indeed, the volume 
throughout evinces the work of a very competent and conscientious reporter. 


SES SS EE SERA SS ER ae OR SSS BES SO 


i VARIATIONS IN THE VALUE OF GOLD AND SILVER.—In a recent number of 
4] the Fortnightly Review Emile de Laveleye says that ‘‘in antiquity gold was 
i abundant enough, and yet a pound of gold was worth rather less than it is now, 
say, thirteen or t.irteen and a-half times a pound of silver. In the Middle 
Ages there was hardly any production of gold at all, and still it loses much of 
its value, for it is hardly worth more than ten times its weight in silver. 
After the discovery of America, at first it is gold which flows in, and yet it 
increases in value so as to be worth eleven and eleven and a-half times silver, 
instead of ten times, as in the Middle Ages. The production of silver rises 
from 53,000,000 to 75,000,000 of marks between 1561 and 1600, and for all 
that the value of silver does not go down. From 1600 to 1700 the pro- 
duction of silver falls from 75,000,000 to 60,000,000, while that of gold 
rises from 20,000,000 to 25,000,000. Gold ought to have gone up and silver 
to have gone down; exactly the contrary of this is what took place. During 
the eighteenth century the production of silver is tripled, and yet its value, 
which ought to have gone down, goes up; and if it falls from 1785, it is 
because the ratio of 1 to 15%, which Calonne established in France, increased 
the legal tarification of gold. During the nineteenth century, a fact more con- 
clusive still, gold is produced in tenfold annual quantity between 1840 and 
1860, without any effect on its value. According to the Indian memorandum, 
there must have been in the world in 1850 15,557,539 pounds troy of gold, 
and 339,828,926 of silver; and in 1878, 29,809,724 of gold, and 480,506,080 
silver. The mass of gold doubled, that of silver remains stationary, and never- 
theless gold loses none of its value. These figures prove beyond refutation 
the error of those who make the relative value of precious metals depend 
upon production; it is solely the effect of the law, as I have proved else- 
where. The French minister of 1803, M. Gaudin, has summed all this up in 
a sentence: ‘The price of the precious metals in commerce always regulates 
itself according to the price of gold at the mint.’” 


LOTTERIES.—The change in public opinion respecting lotteries is strikingly 
illustrated by the following entry in the day book kept by the Rev. Samuel 
Seabury, father of the first Protestant Episcopal Bishop in the United States: 
‘¢ June, 1768. The ticket, number 5866, by the blessing of God, in the 
Lighthouse and Public Lottery of New York, appointed by law, Anno Domini 
1763, drew in my favor £ 500 Os., Od., of which I received £ 425 Os., Od., 
which the deduction of fifteen per cent. makes £ 500, for which I now record 
to my Posterity my thanks and praise to Almighty God the giver of all good 
gifts. Amen.” 
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A CALL FOR THREE-AND-A-HALF-PER-CENT. BONDS.—The Secretary of the 
Treasury has issued another call for bonds, including the numbers designated. 
By virtue of the authority conferred by Jaw upon the Secretary of the Treasury, 
notice is hereby given that the principal and accrued interest of the bonds 
herein below designated will be paid at the Treasury of the United States, in 
the City of Washington, D. C., on the 24th day of December, 1881, and that 
the interest on said bonds will cease on that day, viz. : 

Registered bonds of the acts of July 17 and August 5, 1861, continued 
during the pleasure of the Government under the terms of circular No. 142, 
dated April 11, 1881, to bear interest at the rate of three and one-half per 
cent. per annum from July 1, 1881, as follows: 

$ 50—No. 1,749 to No. 1,810. $ 100—No. 12,431 to No. 12,700, $500— 
No. 9,005 to No. 9,220. $1,000—No. 44,573 to No. 45,720. $ 5,000o—No, 
15,311 to No. 15,530. $ 10,000—No, 25,790 to No. 27,860. Total, $20,000,000. 

Many of the bonds originally included in the above numbers have been 
transferred and canceled, leaving outstanding the amount above stated. Parties 
transmitting bonds for redemption should address to the ‘‘ Secretary of the 
Treasury, Loan Division, Washington, D. C.,” and all the bonds called by this 
circular should be assigned to the Secretary of the Treasury for redemption. 

Where checks in payment are desired in favor of any one but the payee, 
the bonds should be assigned to ‘‘ The Secretary of the Treasury for redemp- 
tion for account of (here insert the name of the person or persons to 
whose order the check should be made payable.) 

The following circular for redemption of United States three-and-a-half-per- 
cent. bonds has also been issued : 

Notice is hereby given that during the weeks ending October 1, 8th, 15th, 
22d and 2gth, 1881, the Department will redeem at the office of the Assistant 
Treasurer of the United States at New York, paying par and interest accrued 
to the date of redemption, any of the United States bonds continued to bear 
interest at three and a-half per cent. per annum, called or uncalled, to an 
amount not exceeding $2,000,000 in each week. 


THE CALLED BonpDs.—Up to the close of business September 30th, $ 7,243,950 
five-per-cent. coupon bonds under the one hundred and third call, and 
$ 19,078,250 five-per-cent. registered bonds under the one hundred and fourth 
call, had been presented at the Treasury department for payment. 


THE VOLUME OF CURRENCY.—The Comptroller of the Currency reports the 
additional circulation issued to National banks during the month of September, 
$ 1,584,700; surrendered and destroyed, $697,221; leaving a net increase of 
$857,479. The net increase of National-bank notes during the year ending 
October 1, 1881, is $15,190,651. The increase of legal-tender notes on 
deposit for the purpose of retiring National-bank circulation since October 1, 
1880, is $11,473,641. The total amount of National-bank notes outstanding 
on October 1, 1881, is $ 357,770,490, not including notes of National gold 
banks, amounting to $980,450. This is the largest amount of National-bank 
notes outstanding at any one time since the organization of the system. The 
total of United States currency, all issues, at this date, is $ 362,531,495 .35. 


Fifty-two National banks have been organized during the last six months, 
with a capital of $5,685,000. The Comptroller says that in his opinion the 
circulation of the National banks will not be likely to be much reduced by 
the gradual payment of the six-per-cent. extended bonds. The National banks 
hold ,$ 60,000,000 of the six-per-cent. extended bonds, and their payment 
during the next two and a-half years would require the banks to substitute 
about $24,000,000 of other bonds annually therefor. 
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LARGE INTERNAL REVENUE RECEIPTS.—The receipts from internal revenue 
for the month ending September 30, were $ 12,866,219. 48, being an increase 
of $ 1,787,769.62 over the corresponding month last year. The receipts for 
the quarter ending September 30 were $ 37,461,352.47, against $ 32,684,497.13 
for the corresponding period of last year, an increase of $ 4,776,855.34. The 
total receipts from internal revenue for the fiscal year ending June 30, 1881, 
were $ 134,982,668.15, which was an increase of $11,359,416.93 over the re- 
ceipts of the preceding twelve months. If the receipts of this quarter, the 
first of the present fiscal year, may be taken as a fair index, the increase for 
the year over the receipts of last year will exceed $14,000,000, and the total 
of our internal revenue will not fall far short of $ 150,000,000. There are now 
held in the various bonded warehouses, and subject to taxation when removed, 
64,000,000 gallons of whiskey, representing about $55,000,000 of internal 
revenue taxes, 

GOVERNMENT PUBLICATIONS.—It is not generally known that, according to 
a law on the statute books, any citizen may subscribe to a Government pub- 
lication by notifying the Government Printer at an early date: ‘If any per- 
son desiring extra copies of any document printed at the Government Printing 
Office by authority of law shall, previous to its being put to press, notify the 
Congressional Printer of the number of copies wanted, and shall pay to him, 
in advance, the estimated cost thereof, and ten per centum thereon, the Con- 
gressional Printer may, under the direction of the Joint Committee on Public 
Printing, furnish the same.”— Section 3,809, Revised Statutes. 


SILVER COINAGE AT NEW ORLEANS.—At present about 400,000 standard 
dollars are being coined each month at the New Orleans mint. About 50,000 
of them are being distributed daily among the merchants and planters of the 
Gulf States, and the mint has nearly $6,000,000 on hand. The greatest call 
for silver dollars is from Texas, where thousands of railroad laborers are paid 
in this coin. 

REMARKABLE BANKING.—The New York correspondent of the Rochester 
Democrat, in writing about the history of the Chemical National Bank, says 
that its shares have reached $1780, the highest quotation of any banking 
house in the world. When one considers that the original price of these shares 
was $100, the present figures show a very handsome advance. Sixty years 
have elapsed since John Mason originated the scheme of manufacturing chemi- 
cals, and was deeply disappointed when it proved a failure. The experiment 
sunk $ 100,000, which in those days was equal to $1,000,coo at the present 
time. An apparent misfortune, however, often proves a real benefit, as was 
the case in this unsuccessful enterprise. The latter had a banking privilege 
which Mason determined to turn to account. He abandoned the chemical 
scheme, but continued the banking privilege. The capital was only $ 300,000, 
but under good management it has accumulated a surplus of $ 4,000,000, 
which is actively at work. The result is dividends of 25 per cent. per quarter 
and the present astonishing quotations. John Mason was the dry-goods colos- 
sus of his day, and left a large fortune. His nephew, John Q. Jones, was 
President of the Chemical Bank for forty years. He died recently in a good 
old age, leaving an estate worth $2,000,000, most of which had been made 
by buying business paper, in which he was an expert. Jones saw Chemical 
shares reach § 1600, which some considered the extreme of their possible 
valuation. There are, however, no more to be had even at the last quota- 
tions, and it is now probable they will reach $ 2000. 

CALIFORNIA.—Mr. J. E. Hollenbeck has resigned the Presidency of the First 
National Bank of Los Angeles, from a desire to give up all active business. 
He still retains his interest in the bank, and remains in the Board of Directors. 
Mr. E. F. Spence, late Cashier, has been elected President and Mr. William 
Lacy Cashier. Mr. Lacy has been connected with the bank since its organi- 
zation. m 

WHISKEY IN CINCINNATI.—Cincinnati is the largest whiskey-manufacturing 
city in the United States. During the year ending June 3oth the district em- 
bracing that city paid a total of $12,538,346 to the Collector of Internal 
Revenue. Chicago comes next with $ 11,425,131. 
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HEAvy SUM PAID BY A BONDSMAN.—John B. Sherman, one of the bonds- 
men of ex-City Treasurer David A. Gage, of Chicago, has compromised with 
the city by payment of $50,000. Gage, it may be remembered, invested city 
rye in a suburban land speculation, and was unable to settle a balance of 

500,000, 


CANADA,—‘‘ The Planters’ Bank of Canada” is the name under which 
application will be made at the next session of Parliament for an act to in- 
corporate a bank, with the head office in Toronto. The capital is $2,500,000, 
in shares of $100 each. It is said the business will consist largely of advances 
on consignments to and from Jamaica, upon more liberal terms than are now 
in vogue on that island. 


A CANADIAN STOCK PAWNBROKER COMPANY.—It is reported that a stock 
company has been formed in Paris, with a capital of $8,000,000, for the pur- 
pose of doing a legitimate pawnbroker’s business in Canada, conducted through 
numerous branches, upon the general system which has proved successful in 
various countries of Europe under the name of Mont-de-Piete. The Zoronto 
Globe comments upon the project as follows: ‘*The Monte-de-Piete are gen- 
erally, but not invariably, managed under municipal authority for the profit of 
the towns in which they are established. There is no reason why private capi- 
tal should not be lent on the same plan at the same comparatively moderate 
rates of interest. The scope of the Mont-de-Piete is two-fold; it supplies the 
temporary personal needs of the wage-earning classes, and also the temporary 
financial embarrassments of small tradesmen and manufacturers. It is, in fact, 
a well-conducted institution for lending money secretly on all kinds of movable 
chattels capable of being stored as security in the warehouses of the lender. 
The rate of interest is, of course, higher than that charged by banks, but 
much lower than charged by English pawnbrokers, their Canadian congeners, 
or Toronto sharks, who ask three per cent. a month for money loaned to the 
poor on chattel mortgage. It is to be hoped that the Paris company will 
adventure their capital, but we doubt whether the poor of Canada are poor 
enough to require aid to any great extent from the proposed institution.”’ 


MISCELLANEOUS.—A test question as to the legality of taxing borrowed 
money is soon to be raised before the Supreme Court of Massachusetts. 

The average rate of interest which the Government will hereafter pay on its 
bonded debt will be 3.9 per cent. The rate which it will pay on the whole 
net debt, including that which draws no interest, will be only 3.4 per cent. 
The amount of interest which our Government will pay, as compared with 
that paid by other countries, is as follows : 


Austria-Hungary.. $56,000,000 - Italy (about).... $ 100,000,000 
i 149,000,000 ee re I 12,000,000 
Great Britain..... 140,000,000 wi United States.... 62,000,000 


It is asserted that there is good reason for believing that the greater portion 
of the gold received from abroad is hoarded at the West and South; and that 
from $50,000,000 to $ 100,000,000 will be absorbed in the same way during 
the current fiscal year. If it were not so, more gold would be circulating in 
the channels of trade and business, 

A high premium of 7-16 per cent. on jewelers’ fine gold bars led several 
banking houses which had received foreign gold to thus convert it, as they re- 
ceived a larger profit than by employing the gold as money. More than 
$ 400,000 of foreign gold has been converted into these bars. Some days ago 
orders were given for the coinage of £ 250,000 into bars, but the effect of 
this action was to reduce the price of jewelers’ bars in the market, and the 
orders were withdrawn. 

Forty per cent. of English gold is so light as to be no longer a legal tender. 
The Bank of England sends gold coin to the mint for recoinage at the rate of 
about £ 1,000,000 a year. 

The comparative wealth of the great nations is as follows: Great Britain, 
$ 44,750,000,000 ; United States, $ 39,500,000,000; France, $ 37,50@,000,000 ; 
Germany, $ 30, 500,000,000. 
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Gold miners in Victoria appear to have prospered well the past year, the 
average quantity exported and received into the Mint having been $ 249 per 
man in the alluvial mines and $647 per man in the quartz. The number of 
Chinamen miners declined from the number for the previous year by more than 
600, the total who remained being 8,486. Not much was done in other mines 
than those of gold. No silver was raised except with the gold, and only 
23,248 ounces of that. Of tin, the quantity was 103% tons; of copper, 
3,031%4 tons; of antimony, 333 tons; of lead and iron, small quantities, 
Only 177 miners were engaged in taking out metals other than gold. Since 
the discovery, the total of gold exported and mined has been 49,500,003 
ounces, or, in money value, $ 990,000,070. 

Roman coins of great archeological interest and of high antiquity were 
recently found by a countryman in a district of Piedmont. They were con- 
tained in an ancient vessel, and in all were 600 in number, the metal being 
silver. For the most part they belong to the first epoch in the history of 
Rome, and bear the image of Brutus and Collatinus as First Consuls. Among 
those of more recent dates are some which belong to the time of Cesar, 
Pompey, Mark Antony, Antoninus Pius. 

After much discussion the Sub-Committee on Finance of the Philadelphia 
City Councils agreed to report $1.90 on the $100 as the tax rate for 1882. 
The Public Building Commission wanted an appropriation of $1,250,000, but 
the sub-committee advised them to be content with $ 750,000. 

The banks in Chicago are compelled, by the scarcity of currency, to pay 
out a large proportion of gold, and many of their customers complain of the 
inconvenience occasioned by it. 


With reference to the Hannibal and St. Jo ‘‘corner,” it is said that Mr, 
Gugenheim, of Philadelphia, purchased, about a year ago, 2,000 shares of the 
stock at 42, which he recently sold at 110, thus clearing $ 136,000. 


A Greek operator, who is reported to have employed twenty brokers on 
the London Stock Exchange, had an account for $7,500,000 open in Egyptian, 
Turkish and Spanish securities, but was unable to meet his engagements be- 
cause of the recent fall in the Egyptians. The compulsory closing of his ac- 
count did not, however, have a great effect, as the market was sustained by 
large buying orders from Paris. 


THE STORY OF A HUNDRED DOLLAR BILL.—A distinguished statesman, 
forty years ago, was on a visit to Baltimore, and he gave to a colored girl 
while here, what he supposed to be at the time, a one dollar bill. The next 
morning the girl went to a grocery store, and after making a few trifling pur- 
chases, gave the bill in payment, under the supposition that it was a dollar. 
The proprietor of the store, a highly-esteemed citizen of Baltimore, noticed 
with great surprise that it was for a hundred dollars, and he supposed at once 
that the woman had stolen it. Ascertaining the delusion she was under, he 
informed her of the true character of the note, and told her he would detain 
it until the owner was found. The girl told how she had received it, per- 
sisted that it had not been stolen, and assented to the gentleman retaining it 
until the owner was found. He advertised the bill, and the statesman, in 
answer, called to say that the girl’s story was true, and that as her honesty 
had been suspected she should keep ihe bill. He then departed to the scene 
of his daily triumphs, and in the acquisition of a great fame perhaps forgot 
the incident. The grocery merchani retained the note in expectation of the 

irl returning, but she never called for it, it is supposed being frightened and 
Rearing being charged with its theft. He deposited it at interest. Years rolled 
on and she married, bore children and died, and a few years ago a son applied 
to the merchant for the note and the interest, which now amounted to a large 
sum of money. This amount the custodians of the fund paid into one of our 
city courts, in order that the court should decide whether or not the claimant 
was entitled to it. The court sustained the claim, and the money was paid to 
the heir, and thus ends the true story of a hundred dollar bill. 
—Baltimore Gazette. 
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On the 22d of September occurred the death of HENRY F. VAIL, President 
of the National Bank of Commerce of New York, who, for forty years, had 
been identified with the banking interests of that city. He was born there in 
1812, and spent his early business years in the house of Fish, Grinnell & Co., 
where he remained until 1837. His financial career was begun in the New 
York branch of the Bank of the United States, having among his associates 
Jacob D. Vermilye, George Duer and the late James M. Morrison. He re- 
mained there until the close of that institution. In August, 1841, he succeeded 
Jacob D. Vermilye as first paying teller of the Bank of Commerce. There he 
spent the next ten years nearly of his life; but in January, 1851, he resigned 
for the purpose of aiding in the organization of the Bank of the Republic, of 
which he was appointed Cashier. He remained there only a few months, how- 
ever, for, in December of the same year, he was appointed to the same position 
in the Bank of Commerce, which he accepted and held until January, 1878, 
when he was elected President, succeeding Robert L. Kennedy, which office 
he held until his death. 

The Bank of Commerce was one of the first to accept the National Banking 
Act, and Mr. Vail was a trusted adviser of Salmon P. Chase throughout his 
administration of the Government finances. He was also prominent in the 
refunding operations of Secretary Sherman, and was the prime mover in the 
first great subscription of forty millions to the four-per-cent. bonds, which 
practically assured the success of the scheme. 

During the long years of his official connection with the Bank of Commerce 
he used to boast that it had never been defeated in a law suit, nor lost a 
dollar by any broker customer, or by embezzlement, and that it had never 
passed a dividend. 

He was interested in many affairs outside his own bank. He was Vice-Presi- 
dent of the Institution for the Savings of Merchants’ Clerks, and held a similar 
position in the Louisville, New Albany and Chicago Railroad. As a bondholder 
he took much interest in the re-organization of the St. Louis, Kansas City and 
Northern Railroad, which was merged into the Wabash system. In other ways, 
as a member of the Union and Century Clubs, of Calvary Church, and stock- 
holder of the Academy of Music, his presence and influence were known. 
Exhibiting unwearied activity, he often worked when rest was needed, and 
though dying in the sixty-ninth year of his age, by more strictly conserving his 
powers doubtless his life would have been prolonged. 


STANHOPE SANDERSON ROWE, Cashier of the Second National Bank of Cin- 
cinnati, died in that city on September 22d, in the seventieth year of his age. 
Mr. Rowe was one of the oldest living representatives of the banking interests 
of Cincinnati. He was born in London, England, and received his business 
training in the methodical and thorough school of the Old Country. Mr. 
Rowe was for many years Cashier of the Mechanics and Traders’ Branch of the 
State Bank of Ohio. After its winding up, he engaged in the private bank- 
ing business, and upon the organization of the Second National Bank in 1864, 
became its Cashier. He was universally respected as an accomplished banker, 
an efficient and conservative business man, and a pure and upright gentleman. 


WILLIAM J. TURRELL, President of the First National Bank of Montrose, 
Penn., died of paralysis, at his residence, on the 29th of August. He was the 
oldest member of the bar of his county, and served for two terms in the State 
Senate, of which body he was Speaker during the war and the administration 
of Governor Curtin. He was also a member of the Constitutional Convention 
of 1872-73. Upon the organization of the First National Bank of this place 
he became its President, which position he held at the time of his death. 
His age was about sixty-eight years. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
( Continued from September No., page 238.) 


a, Sy 
No. Name and Place. President and Cashier. Authorised. Paid, 

2559 Third National Bank....... William Morrow.......... 125,000 
Chattanooga, TENN. W. E. Baskette. 62,500 

2560 Farmers’ National Bank.... J. W. Peck............... 100,000 
Cynthiana, Ky. Luther Van Hook. 100,000 

2561 Butler National Bank....... Ge Es ET av ccadaccee 50,000 
Butler, Mo. William E. Walton. 30,000 

2562 Merch. & Fars. Nat. B’k.... Lewis Tranger............ 150,000 
Greensburg, PENN. D. W. Shryock. 150,000 

2563 National Security Bank..... Benjamin F. Spinney...... 100,000 
Lynn, MAss. David J. Lord. 100,000 

2564 First National Bank........ Horace G. Stone.......... 50,000 
Grand Forks, DAK. Charles E. Burrell. 50,000 

2565 Commercial Nat’l Bank.... Ephraim C. Goff.......... 100,000 
Appleton, WIs. H. G. Freeman. 55,000 

2566 First National Bank........ Andrew J. Davis.......... 100,000 
Butte, MONT. Henry D. Hauser. 100,000 





NEW BANKS, BANKERS, AND SAVINGS BANKS. 
(Monthly List, continued from September No., page 239.) 


State. Placeand Capital. Bank or Banker. N. Y. Correspondent and Cashier. 
DAKOTA Grand Forks... First National Bank...... = cece cece eee 
Horace G. Stone, ‘Pr. Charles E. Burrell, Cas. 
PEA coc I cic ccnss Ween 5. Wane A Ce. i hbeccasieccs 
lowa... Fonda......... Pocahontas County Bank.. Preston, Kean & Co., Chicago. 
Morning Sun... Bank of Morning Sun..... Preston, Kean & Co., Chicago. 
eer Cynthiana..... Farmers’ Nat’! Bank... Bank of America. 
$ 100,000 J. W. Peck, ‘Pr. Luther Van Hook, Cas. 
a eee PC sccrs =, , he enees oe 
$ 100,000 Benj. F. Spinney, yr. David J. Lord, Cas. 
MIcH... Edmore....... Gardner & Corey........ . Webber & Chaste. Stanton, Mich. 
Mo...... Arrow Rock.... Nelson & Baker........ . Donnell, Lawson & Simpson. 
<< e ctncdncee Butler Nat’l Bank......... Donnell, Lawson & Simpson. 
$ 30,000 C. H. Dutcher, Pr. William E. Walton, Cas. 
MONT .. Butte City...... POSE vcicce 8 —-——ti(tiC SOO 
$ 100,000 Andrew J. Davis, Pr. Henry D. Hauser, Cas. 
SD cn TUNER csi cctons BR. BH. Halstead... ..cccces Preston, Kean & Co., Chicago. 
PENN... Greensburgh... Merchants &Farmers’N.B. —— ...sceseuees 
$1 50,000 Lewis Tranger, Pr. D. W. Shryock, Cas. 
TENN .. Chattanooga... Third National Bank ..... Hanover National Bank. 
$ 125,000 William Morrow, Pr. W. E. Baskette, Cas. 
Ts Bees ces: cous Mackintosh & Reeves...... National Park Bank. 
Wis.... Appleton...... Comnanescial Natl Bamk... $= —=s_ avccecececer 
$ 55,000 Ephraim C, Goff, Pr. H. G. Freeman, Cas, 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List, continued from September No., page 240.) 





Bank and Place. Elected, In place of 
CAL.... First National Bank........ ioe E. F. Spence, Pr...... J. E. Hollenbeck. 
Los Angeles. | William Lacy, Cas.... E. F. Spence. 
P . First National Bank........... W. D. Tisdale, Pr.... J. W. Hinds. 
San Jose. } L. G. Nesmith, Cas... W. D. Tisdale. 
D. C.... Nat. B’k Republic, Washington. Charles S. Bradley, Cas.. C. Bradley. 
Ky ..... Branch Northern B’k of Ky.... § D.C. Collins, V.P.... ——........ 
Covington. { James V. Guthrie, Cas. D. C. Collins. 
MAINE.. People’s Nat. B’k, Waterville.. N. G. H. Pulsifer, Pr.... J. Webber. 
Mass.... First National Bank........... j M. B. Whitney, Pr... . G. L. Laflin. 
co eee eee 
. . ( ag Axford, Pr. d- B. Simonson. 
MICH... First National Bank, Holly.... 1 W.E. Pier, V.P...... . Autedd 
MINN.. Bank of Glencoe, Glencoe...... L. W. Gilbert, Cas...... E. B. Lincoln. 
N. Y.... Third Nat’l Bank, Buffalo..... Charles A. Sweet, Pr.... A. Altman. 
TExAS.. Fannin Co. B’k, Bonham...... 3 Fe eee J. R. Russell. * 
National Bank of.......... ... J. H. Williams, Pr.... J. H. Williams.* 
Bellows Falls. | P. H. Hadley, Cas.... J. H. Williams. 
* Deceased. 
CHANGES, DISSOLUTIONS, ETC. 
(Monthly List, continued from September No., page 241.) 
a Sands, Holmes & Co.; now Sands & Co. 
DAK.... Jamestown .... Bank of Jamestown; dissolved. Continued by Robert E- 
Wallace. 
D.C.... Washington .. Riggs & Co. ; George W. Riggs deceased. T. L. Riggs 
admitted. Alexander Elliott has interest. 
a Nat.Stock Yard. Stock Yard Bank (H. L. Newman & Co.); now Newman & 
| Farr. 
Iowa... Carroll City... Carroll County Bank (W. T. Minchen); now A. W. Patter- 
son, Pr. W. J. Patterson, V. P. Same Cashier. 
are Cynthiana..... Farmers' Deposit Bank; now Farmers’ National Bank. 
Same officers. 
w ., Elizabethtown,. Arnold, Polk & Co.; now Bryan, Polk & Co. 
Miss,... Kosciusko... .. Bank of Kosciusko ; suspended and attached. 
Mo..... Arrow Rock... Bank of Missouri; removed to Kansas City. Same officers 
” Butler......... Exchange Bank (Walton, Dutcher & Co.); now Butler 
National Bank. Same management. 
w ., Kansas City... Whipple, Cowherd & Co.; now Whipple Bros. & Co. 
w . Rocheport...... Wm. S. Woods & Co,; now Rocheport Bank. L. Gross- 
man, Pr. F. E, Carr, Cas. 
Mont,.. Butte City.....S. T. Hauser & Co.; now First National Bank. Andrew J. 
Davis, Pr. Henry D. Hauser, Cas. 
N. Y... Hobart.... . First National Bank; voluntary liquidation, August 27. 
No successor. 
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STATEMENT OF NEW YORK CITY BANKS. 


The following is the detailed statement of the New York City Banks for the 
week ending September 24, 1881 


BANKS. Loans, Specte. 
a $ 10,073,00¢c . $2,172,000. 
Manhattan Co....... 7,078,900 . ’ . 
Merchants’........... 6,822,900. 785,100. 
BEGCRAMICS’ .. oc cccccss 8,246,000. 1,515,000. 
Pins dec aendecee 4,961,800. 570,400. 
I i acing 9,116,600. 1,425,100. 
I tai di leet aie 3,759,000 . 773,000 - 
ited kepadene 9,126,400. 2,979,700. 
Tradesmen’s......... 3,208,100. 415,800. 
Fulton eee eee ee ee | 1,769, 500 ° ‘219,700 a 
i ii ie ees 13,207,100. 3,023,000. 
Merchants’ Exchange. 4,284,700. 511,000. 
Gallatin National.... 4,524,700 . 689,800 . 
Butchers’ & Drovers’. 1,685,700. 451,700. 
Mechanics & Traders’. 1,038,000 . 152,000. 
SRSURIUIEER . cccccccces 997,300. 19,600 . 
Leather Manufact’rs.. 3,154,400 620,700. 
Seventh a 4,400. 215,000. 
B’k of State of N.Y. 3,387,800 596,800 . 
American Exchange.. 13,940,000 2,230,000 . 
Commerce. .......0:. 14,242,200. 4,390,300. 
Broadway ....... esee 584,500 728,700 . 
Mercantile........... 6,878,100. 1,429,400. 
Pacific £60008 66600600608 2,331,000. 353,100. 
ll TS 5,717,900. 522,800. 
Chatham 9066 56600 0068 3,296,600 ° 667,300 ° 
en 1,545,900 - 131,600. 
North America....... 2,733, 100 . 188,000 
err 7,705,600 . 780, 800 . 
Te 3,098,400 . 479,400 . 
Metropolitan......... 15,684,000. 3,864,000. 
TE 2,113,100. 372,700 + 
ORES 2,899,900. 300,100. 
| STS 3,003,600 . 593,100 . 
Saint Nicholas....... 1,902,200. 318,600 ° 
Shoe and Leather.... 31354,000 . 747,000 .- 
Corn Exchange...... 41499, 700 « 405,000 . 
Continental.......... 7,802,200. 1,240,300. 
ha ne am Ra 2,124,400. 17,600 . 
EES Breen 3,243,000. 479,000 . 
Importers & Traders’ 21,338,600. 6,257,100. 
Park Tr rT Te. eee ee ee 16,881,600 . 4,986, 400 ° 
Mechanics’ B’k’g Ass’n 1,015,300 . 204,800 . 
North River......... 927,100. 46,200 . 
Tn BEE, .ccsecccee I, 101,800 ° 154,700 - 
Fourth National..... 20,068,000. 4,571,800. 
Central National..... 8,342,000. 438,000. 
Second National..... 3,235,000 . 290,000 - 
Ninth National...... 6,144,300. 1,134,100. 
First National....... 15,725,000. 4,032,400. 
Third National ...... 6,150,700. 1,355,600 . 
N. Y. Nat’l Exchange. 1,518,300. 1400 - 
RA ae 1,660,300 . 145,000 - 
N. Y. County....... 1,473,100. 28,900 - 
German-American.... 2,577,200. 333, 500 + 
Chase National...... 4,584,300. 1,234,300- 
Fifth Avenue........ 1,802,600. 367,900. 
German Exchange... 1,428,500 . 20, 500 - 
a till i 1,347,500. 104,400. 
United States Nat’l.. 4,388,500. 1,407,400. 


ee 


Legal 


Tenders. 


$ 272,000. $9,566,000 . 
5:934,000 . 


224,400. 
781,900. 
331,000. 
507,300 . 
513,200. 
31,000. 
159,000 . 
55,200. 
191,800. 
301,200 . 
517,000. 
55,300. 
57.100. 
117,000. 
IOI,100. 
58,700 . 
71,900. 
62,700. 
495,000 . 
970,400 . 
150,700 . 
243,000 . 
135,100. 
173,400 . 
130,500 . 
79,400 . 
282,000 . 
987,700 . 
281,400. 
171,000. 
218,900 . 
99,200. 
117,200. 
58,400 . 
112,000. 
46,000. 
IIz,200. 
387,100. 
160,000 . 
157,700. 
347,900 . 
II,200. 
185,900 . 
60,400 . 
456,400. 

1,405,000 . 


22,500. 
62,700. 
148,400 . 
157,300 . 
224,300. 
48,600 . 


Net 
Deposits. 


5,700,600 . 
7,285,000 . 
452531400 « 
6,701,600 . 
31485,000 . 
9,843,800 . 
1,947,500 - 
1,311,300. 


13,385,600 . 


3y7OT,4OO . 
2,659,600 . 
1,627,500. 
1,012,000. 

goo, 100. 
2,537,800 . 

988,200 . 
3,111,400. 


10,877,000 . 
10, 548,300 . 


3,848,900 

6,864,200 . 
2,547,900 ss 
2, »7OO . 
3,488, 700 . 
1,662,200 . 
2,728,900 . 
7:340,800 . 
2,948,500 . 


13,223,000 . 


2,167,000. 


23,841,200. 
20,656,300 . 


745200 « 
1,190,100. 
847,000. 


10,994,600 . 


8,043,000. 
3,641,000 . 
5,942,900 .« 


17,804,000 . 


6,471,000. 
1,214,100. 
1,422,000. 
1,695,100 . 
2,276,700 . 
5,127,800. 
1,935,400 
1,566, 100 . 
1,636,200. 
4,943,000 . 


Circula- 
tion. 


$ 495,000 
300,000 





1,100 
207,000 


7951300 


649,600 
778,200 
288,200 
174,000 
2,700 
474,600 
38,200 
14,700 


1,028,700 
Q00,000 
798, 500 


1,116,400 


5,400 


791,100 
417,000 
2,250,000 
263,600 
3,900 
450,000 


445, 700 
450,000 


4,600 
763,200 
45,000 

I, 111,300 
45,000 
223,000 
810,000 
1,260,000 
45,000 
594,400 
442,600 
269,400 
223,400 
180,000 


91,800 


449,600 





$332,672,300 . $64,984,400 . $15,057,200 . $314, 317,300 .$19, 765,200 
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NOTES ON THE MONEY MARKET. 


NEW YORK, SEPTEMBER 30, 1881. 
Exchange on London at sixty days’ sight, 4.80% in gold. 


The money market grew somewhat easier shortly after the opening of the 
month, and there was a sufficient supply of loanable funds to meet all demands, 
but at no time was there any sign of a surplus which would reduce the dis- 
count rate. The call of the Secretary of the Treasury for three and a half per 
cents., however, instead of having the effect on the money market predicted 
by the leading speculators, produced a very different result. A large amount 
of the extended sixes is held at Washington for the redemption of National- 
bank circulation, and as the greater part of these will probably be withdrawn, 
the banks have hesitated to make loans, Accordingly money lenders took 
cdvantage of the fact to put up the rate. While the rates on time loans 
ranged from 5@6 per cent. through the month, the latter figure was very 
generally demanded at the close. 

Notwithstanding the large imports of gold and the heavy disbursements of 
the Treasury, the banks have hardly been able to retain more than enough 
to maintain the twenty-five per-cent. rule. Indeed, during a considerable period 
there was a slight deficiency. The inquiry has been raised, where has so much 
money gone, and what will be the condition of the money market when the 
crops begin to move more heavily eastward? The interior cities seem to have 
had the capacity of absorbing all the new supplies; but this is due partly to 
the fact that the low rates of freight which have prevailed for many weeks 
has led to extensive shipments to the East; and hence the future demand for 
money in the West is likely to be smaller than usual. The heavy speculations 
in grain, while having the effect of advancing the price beyond the point of 
profitable shipment abroad, has not prevented the eastward flow; and hence a 
large amount of money has been absorbed to pay for it; the holding, too, of 
such vast quantities for a future market, contrary to the usual course of trade, 
has required far more money than would have otherwise been employed. 

The specie movement, which was active at the beginning of the month, 
received a sudden check from several causes. The advance of the Bank of 
England discount rate undoubtedly had some effect, but not so much as the 
speculative influences at work this side of the Atlantic. The stupendous bull- 
ing of wheat in the West has for a time checked exports, and the high prices 
of cotton have lessened the shipments of that staple, so that the two principal 
sources from which a supply of bills was to be expected have temporarily been 
nearly cut off. But this state of things cannot long continue, for, as it is 
now clearly known that there will be an increased demand for our breadstuffs, 
foreign exchanges will settle down below the gold-importing point, and the 
current of the gold movement will once more begin to run toward America. 

The effect of the death of the President on the business of the country had 
long before been fully discounted, so that when the event came it caused no 
disturbance of business. The succession of Mr, Arthur was confidently be- 
lieved to ensure a continuance of the general financial policy of the former 
administration, 
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The call of the Secretary of the Treasury for the three and a half per 
cents. has given rise to some unfavorable criticism, but very good reasons may 
be given for the Secretary’s action. The theory of some is that it is his duty 
to make an easy money market, but it would be difficult to prove that any 
such function attaches to the Treasury department. In respect to the wants 
of the commercial world, whether they are fully met or not, depends upon 
how much the banks loan to speculators; but the Treasury department is 
charged with no duty in the matter. As for laying down a policy in respect 
to buying bonds, it may be questioned whether he can not buy to better 
advantage without disclosing such a policy, than if his ways were announced 
beforehand. Surely no one will question the right of the Secretary to make 
the best bargain he can; and though by keeping his own counsel the bond- 
holders may Jose something, which is gained by the Government, this is not a 
thing which the Secretary of the Treasury is required to consider. 

The leading event in the stock market during the month has been the 
corner in the common stock of Hannibal and St. Joseph, by which the price 
was run up from 57 to 225. It is said that nearly all the parties have 
settled, but one at least still holds out, who has appealed to the courts to 
test the legality of the transaction. It is hoped that in the interest of honest 
business and the public welfare the suit will not be withdrawn, but pressed to a 
conclusion. What will be the ultimate profits to those who manipulated the cor- 
ner, after they have sold their surplus stock, remains to be seen. Most of these 
enterprises have proved delusions, and the end of this latest venture is not yet. 

Its effect on the stock market has been apparent. Outside operators have 
not dared venture, as they did previously; at every rumor of another corner 
the shorts have rushed in to cover, while the cooler and more cunning ones 
have taken advantage of the temper of the market to use it to their advantage, 
Those who expected to gain by the advance of stocks, if a corner was effected, 
have bought; and those who had been trying to unload their heavy burdens 
succeeded, in many cases, in so doing. By crying ‘‘corner,” it is said that 
Jay Gould drove Wabash up four per cent., at which price he sold to those 
who, doubtless, are still waiting to see the corner. An extraordinary degree of 
patience will be required, for the operation of cornering Wabash is not yet begun. 

Speculation has been rife during the month in many directions, especially in 
grain, cotton and petroleum At the close of July, when petroleum was sell- 
ing at 71% cents per barrel, the lowest quotation of the year, cliques were 
formed to take advantage of the fact that the market was largely oversold. 
The price advanced gradually to 85 the early part of September, notwithstand- 
ing there had been a constant increase of crude oil ever since January. On 
the opening of September transactions in this product were suddenly increased 
to an enormous magnitude. At the end of the seventh day 7,932,000 barrels 
had been sold without much advance in price; during the next seven days 
more oil was sold than the entire stock in the oil regions, and the price had 
advanced to 100% by the 13th. From the 8th to the 15th, inclusive, 
27,572,c00 barrels were sold. The price has dropped, ranging around 90. 
This flurry of speculation has had a bad effect on the export trade for the 
“present, nor was there any real reason for an advance. 

The wheat speculation has developed to huge dimensions, and is very largely 
participated in by outsiders, who seem to be very confident that the advance 
in price will be sustained. Some attribute the advance to great short sales 
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which are supposed to have been made, and others to the fact that so many are 
buying. But the effect of these sudden advances on our exchanges is obvious, 
as we have more fully shown elsewhere. 

The following table shows the capital and net profits of the banks of this 


city as exhibited by the last official report ; 


the stocks: 


AMETICA.... cc ccccccccccccccecce 
American Exchange..........-- 
Bowery .cccccsccsccccccsccsseces 
Broadway ........ 


Butchers and Drovers’ sean wean 
Central National...........+-0- : 
Se DN, cnccs ogu 600s 6oee 
Chatham National..... Sahealasintete . 
Chemical National...... eer 
City National.........++-+.. coe 
DT i. diéeinngued aanneene 
PD oti ceecedencededs enue 


Continental National........ 
Corn Exchange. .cecessseees 


East River National...........-- 
Eleventh Ward... ...cccccscceees 
Fifth National..... tiiinewennst - 


First National. 
Fourth National. ........cceceee 
Fulton National. ..cccccccccecs ee 
O° GEOCTTLTE EET 

Gallatin National.. 
German-American. .......+-- aed 
German Exchange........seeeee 
SIN. 6 dan 060 00008060 080008 


Greenwich .......- A GI 
PT J... cacesenense Seeneteses 
Hanover National......cccessee 
Importers & Traders’ National.. 
Irving National......cccccccccecs 
Island City.....e. 

Leather ) anufacturers’ National 
OSCE TETOO EE 
Manufacturers & Merchants’.. 
i i 16 ecceenabe doe 


Market National..... 
Mechanics’ National. . 
Mechanics’ Banking Association, 
Mechanics & Traders’ National.. 
Mercantile National........ wenes 
Merchants’ National.......-e+- 
Merchants’ Exchange National. . 
GID 6 0:00 ctv sneeneces cocece 
ae » National.. 


Murray Hill.......... oeesedence 
Nassau..... ‘‘inaenneemadiebiine 
3 See saaeuns 
N. Y. National E xchange ee 

New York County National...... 
Er 
i aan in cane 
North River...... see Cacemeedese 
ae aweedens ieee 
Di crceceenee seseene eannecee 
i is nude ehcouidas é on 
PES Giccenrcece sever: sos ened ee 
PE DURE occ cccesece cess 
Produce ..... pahid sadeeneete ecce 
2. » sone seseeen oe 

Second National......ccccccccee 
Seventh Ward National Sl aieg eines 
Shoe and - > gage — me 
Sixth National... ....c.cce oeee 
St. Nicholas National.. cinmeeemeeis 

State of New York.....0 cscccee 
i... seseesenednn 
Tradesmen’s Nationai........+.+- 
Union Mational....... piewedones 
United States...... pewwes weeseus 


_ || eee 


Capital, 


$ 3,000,000 


5,000,000 
250,000 


2,000,000 


200,000 
750,000 
700,000 
240,000 
300,000 
422,700 
2,000,000 
200,000 
1yGOO,000 
125,000 
I;500,000 
300,000 
300,000 
500,000 
200,000 
500,000 
800,000 
I ,O00,000 
1,000,000 
I, 200,000 
500,000 
200,000 


Net profits. 


- $1,713,900 
. 19 530,700 
‘ 200, 500 
1,244,500 

° 207,500 
475,9°0 
150,600 
162,000 
39457,900 

. 1,541,200 
: 170,600 
° 3,086,200 
238,300 

948, 500 
65,900 

12,900 

58,200 


. . . i . ° . 


Bid. 


~ WN 
ZS ISI | 


wm 
° 


NH ~ 
aan lliSlliglli lial 


~~ 
LISTITISS11 


“= coal lool “ 
S1llss 


SBlLILIASlllsi dl 


_ 


bISTEEIT Itt 


Ask. 


~ 


uw 


~ 
Alli Sth bbb bis tit lt ratrr rr b trae 


l11e3| 


~ 
° 
~ 


~ 
PPETE TR PPT PPPS TTP ET 


also the last quotations or sales of 


Last sale. 


144 
130 
135 
243 
130 
131 
123 
125 

1675 
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1881. Loans. 


‘< 


‘¢ 17-++ 333,625,800 


QUOTATIONS : 
U. S. 6s, 1881, Coup... 
U.S. 4%s, 1891, Coup. 
U.S. 4s, 1907, Coup... 
West. Union Tel. Co.. 
N. Y. C. & Hudson R. 
Lake Shore.......++- ° 
Chicago & Rock Island 
New Jersey Central... 
Del. , Lack. & West.... 
Delaware & Hudson.. 


a 
North Western........ 
Pacific Mail........«. 
Bhs. ccccccccce peeeeee 
DASSOUES 00. ccccccccs 
Call Loans.....ccceees 


Do. do. cur. 


24+. 332,672,300 . 


f — Bhrccccce  1§%)23%§,700 


The Clearing-House exhibit of the 
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Specie. 


64,601,700 . 
65,079,700 . 
64,984,400 . 


1881. Loans. 

Sept. Z.ccccece $ 162,405,700 
‘6 10...0008 161,153,000 sve 
SF BF ecccee © 158,845,500 «eee 


1881. Loans. 
Sept. c..00¢ es = 80, 431,769 
FF  BBiconccss 81,192,498 
fF = BF cccccce 80,651,493 


saad 24-- eceee 79s 321,536 


Bills on London.......- 4.81@4.84 
Treasury balances,coin $ 83,893,446 .. 


Sept. 3... $ 337,207,200 . $62,343,800 . $15,617,900 
IO... 334,091,900 . 


* Deficiency. 


71305,000 «+e 
6,721,300 .... 
6,991,400 «+06 


RANGE OF LEADING 


Reserves. 
$ 20,077,783 
20,003,036 
18,958,607 
18,443,751 


Legal Tenders. 
+++ $3,059,300 


3,041,100 
3,160,700 
39 297;900 


see 70,450,936 


Deposits. 
- $ 315,927,200 
15,076,409 + 314,828,200 
14,561,800 . 
15,057,200 


316,749,500 
32493173300 


The Boston bank statement for the past four weeks is 
Specie. 
-+ +» $7,954,400 


[ October. 


The reports of the New York Clearing-house banks compare as follows : 
Legal Tenders. 


Circulation. Surplus. 
- $19,683,200 .*$1,020,100 
19,782,200 . 971,050 


+ 19,785,800 . 454,125 
19,765,200 1,462,275 


Deposits. 


. «20$103,886, 500 . 

«+s 102,409,800 . 
99,841,400 .... 
98,695,700 ..+. 


Deposits. 
sooe $73,125,221 

*+* 73,049,693 
eee  725364,396 


as follows: 


Circulation, 


++ $ 31,558,600 


ees 31,526,200 


31,635,300 
31,691,900 


Philadelphia banks is as annexed : 


Circulation. 
$ 10,667,735 


eee 10,845,126 
cee 10,903,161 
cece 10,942,595 


STOCK QUOTATIONS IN SEPTEMBER. 


At SKOWHEGAN, Maine, on July 2d, aged 
ROBERTSON, President of the Second National Bank. 


At CINCINNATI, Ohio, on September 22d, aged seventy years, STANHOPE 
S. Rowe, Cashier of the Second National Bank of Cincinnati. 


At BOONVILLE, Mo., on August 11th, aged fifty-five years, J. L. STEPHENS, 
President of the Central National Bank of Boonville. 


At MonTROSE, Penn., on August 29th, aged sixty-eight years, WILLIAM J. 
TURRELL, President of the First National Bank of Montrose. 


Sept, 21. 


1014 
113% 
117% 
87% 
143% 
126 
137% 
95% 
126% 
109 
66 
126% 
50% 
45% 
5 @6 
5 @6 


Sept. 30, 
10014 
ee 113% 
ee 117% 
8614 
142% 
125% 
1378 
oe 96 
128 


ee 109% 


71% 
125% 


45% 
5 
6 


4-81@4.84%4.. 4.8014-4.84%4.. 4.8014-4.84 
- $79,145,635 .- $779519,705 -- $82,810,957 
$4,056,926 .. $5,026,19 


Sept. t. Sept. 7. Sept. 14. 
101% oe * 1014 1014 
112% .. 113 113% 
116 1164 117% 

87% 8834 92% 
141% 143¥%8 145% 
123% 123% 125% 
133% 135% «> 139 

92% . 94 _ 98 
123% ° 124% 127% 
10814 108 110% 

61 605% 65% 
123% 12538 oe 127% 

4834 + 50 oe 525% 

424% 43s 44% 

5 @6 6 - 5 @6 
3 4@6 . 4 @6 .. 
-» 4.81@4.84%. 
$ 80,970,988 . 
$4,725,599 -- $4,488,605.. $4,317,016... 
a eS 
DEATHS. 


seventy-three years, SAMUEL 


At New York, on September 22d, aged sixty-nine years, HENRY F. VAIL, 
President of the National Bank of Commerce of New York. 





